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COAST  GUARD  SHIPBUILDING  STANDARDS 


WEDNESDAY,  JUNE  22,  1994 

House  of  Representatives, 
Subcommittee  on  Coast  Guard  and  Navigation, 
Committee  on  Merchant  Marine  and  Fisheries, 

Washington,  DC. 
The  Subcommittee  met,  pursuant  to  call,  at  10:00  a.m.,  in  room 
1334,  Longworth  House  Office  Building,  Hon.  H.  Martin  Lancaster 
presiding. 

Present:  Representatives  Hughes,  Lancaster,  Barlow,  Pickett, 
Taylor  and  Coble. 

Staff  Present:  Elizabeth  Megginson,  Catherine  Tucker,  Jim 
Adams,  Joan  Bondareff,  Lee  Crockett,  Ed  Lee,  Sue  Waldron,  Re- 
becca Dye  and  Margherita  Woods. 

Mr.  Lancaster.  [Presiding.]  Good  morning.  The  hearing  will 
come  to  order. 

The  Chairman  has  asked  that  I  conduct  this  hearing  in  his  ab- 
sence. He  is  not  feeling  well,  but  I  am  sure  that  he  is  going  to  be 
OK. 

STATEMENT  OF  HON.  W.  J.  TAUZIN,  A  U.S.  REPRESENTATIVE 
FROM  LOUISIANA,  AS  PRESENTED  BY  HON.  H.  MARTIN  LAN- 
CASTER 

Mr.  Lancaster.  Today,  we  meet  to  review  the  Coast  Guard's 
progress  in  improving  its  shipbuilding  standards  in  order  to  make 
U.S.  flag  operators  and  shipyards  more  competitive  in  the  world 
market  while  maintaining  vessel  safety  and  protecting  the  marine 
environment.  As  Members  may  recall,  last  June  we  held  a  joint 
hearing  on  this  same  topic  with  the  Subcommittee  on  Merchant 
Marine. 

I  want  to  welcome  our  witnesses  today.  Admiral  Henn,  this  is 
your  first  opportunity  to  appear  before  Congress  as  Vice  Com- 
mandant. Congratulations  on  your  promotion.  It  is  certainly  well 
deserved.  Your  presence  today  is  indicative  of  the  Coast  Guard's 
commitment  to  the  administration's  maritime  regulatory  reform  ef- 
fort. 

I  would  also  like  to  welcome  Mr.  Eugene  K.  Pentimonti,  the  Vice 
President  for  Government  Services,  American  President  Lines  Lim- 
ited; Mr.  Archie  Nichols,  President  of  Nichols  Brothers  Boat  Build- 
ers, testifying  on  behalf  of  the  Passenger  Vessel  Association;  Mr. 
Tauzin's  old  friend.  Bob  Alario,  President  of  the  Offshore  Marine 
Service  Association;  and,  finally,  Mr.  Dave  Smith,  President  of  the 
U.S.  Marine  Safety  Association. 

(1) 


A  great  deal  of  hard  work  has  gone  into  the  maritime  regulatory 
reform  effort.  I  want  to  thank  all  the  witnesses  here  today  for  their 
interest  in  serving  and  improving  the  U.S.  maritime  industry. 

I  would  like  to  recognize  our  Ranking  Member,  the  Honorable 
Howard  Coble,  for  his  opening  statement. 

STATEMENT  OF  HON.  HOWARD  COBLE,  A  U.S.  REPRESENTA- 
TIVE FROM  NORTH  CAROLINA,  AND  RANKING  MINORITY 
MEMBER,  SUBCOMMITTEE  ON  COAST  GUARD  AND  NAVIGA- 
TION 

Mr.  Coble.  Thank  you. 

Admiral,  I  extend  congratulations  to  you.  Well  deserved. 

Mr.  Chairman,  I  appreciate  this  hearing  having  been  called,  a 
follow-up  hearing  regarding  the  Coast  Guard's  shipbuilding  stand- 
ards. I  continuing  to  believe  that  a  successful  effort  to  reform  the 
Coast  Guard's  standards  for  the  construction  of  U.S. -flag  vessels  is 
crucial  in  our  committee's  efforts  to  save  the  U.S.  merchant  marine 
and  the  U.S.  shipbuilding  industry  generally. 

Our  subcommittee's  hearing  last  June,  which  you  mentioned  ear- 
lier, clearly  demonstrated  that  a  large  portion  of  the  United  States 
maritime  industry  will  not  probably  not  continue  operating  their 
vessels  under  U.S.  flag  nor  build  vessels  in  our  country  unless  U.S. 
shipbuilding  and  inspection  standards  are  brought  more  closely  in 
line  with  international  standards. 

I  look  forward  to  hearing  from  Admiral  Henn  regarding  the 
Working  Group  on  Maritime  Regulatory  Reform's  progress  in  bring- 
ing the  United  States  standards  more  closely  in  sync  with  the  more 
widely  accepted  international  vessel  standards.  I  hope,  as  well,  that 
the  working  group  is  close  to  completing  its  important  task  so  that 
our  committee  and  the  Coast  Guard  can  promptly  make  the  nec- 
essary changes  in  United  States  laws  and  regulations. 

I  share  with  you  in  welcoming  the  representatives  of  the  liners, 
passenger  and  offshore  supply  vessel  industries  to  get  their  views 
and  input  regarding  the  Coast  Guard's  progress  in  resolving  this 
important  piece  of  the  maritime  reform  puzzle. 

I  thank  you  again,  Mr.  Chairman. 

Mr.  Lancaster.  Thank  you,  Mr.  Coble. 

[The  statement  of  Mr.  Fields  follows:] 

Statement  of  Hon.  Jack  Fields,  a  U.S.  Representative  from  Texas,  and 
Ranking  Minority  Member,  Committee  on  Merchant  Marine  and  Fisheries 

Mr.  Chairman,  it  has  been  over  a  year  since  we  last  held  a  hearing  on  the  impor- 
tant issues  we  will  consider  today.  United  States  shipbuilding  requirements  main- , 
tain  the  safety  of  passengers  and  crew  carried  aboard  U.S. -flag  vessels.  Shipbuilding 
requirements  also  control  the  ultimate  profitability  of  vessel  operations.  The  goal  of 
U.S.  shipbuilding  requirements  should  be  to  maintain  a  high  level  of  safety  without 
discouraging  investment  in  vessel  operations  under  the  IJ.S.  flag. 

In  1992,  Secretary  Card  directed  the  Coast  Guard  to  simplify  their  ship  construc- 
tion requirements  to  reduce  the  regulatory  burden  on  the  U.S.  merchant  marine  in- 
dustry. Since  that  time,  the  Coast  Guard  has  not  revised  even  one  of  the  U.S.  ship- 
building requirements  for  vessels  in  the  foreign  trade.  If  the  Coast  Guard  had  vigor- 
ously pursued  a  regulatory  proposal  to  revise  U.S.  shipbuilding  requirements  in 
1992,  the  proposal  would  be  final  today.  Unfortunately,  although  the  U.S.-flag  vessel 
operators  have  continued  to  press  for  action,  the  Coast  Guard  has  not  resolved  the 
problems  in  this  area. 

Reform  of  U.S.  shipbuilding  requirements  is  an  essential  part  of  maritime  reform, 
and  we  must  act  now  to  streamline  the  U.S.  shipbuilding  process  and  requirements. 
The  Coast  Guard  and  representatives  of  U.S.-flag  vessel  operators  have  been  meet- 


ing  to  reach  agreement  on  how  to  approach  this  problem.  Hopefully,  they  can  de- 
velop a  legislative  proposal  that  we  may  consider  as  part  of  the  1994  Coast  Guard 
Authorization  bill  that  is  pending  before  our  Committee.  To  be  acceptable,  any  legis- 
lative proposal  must  maintain  a  high  level  of  safety  in  ship  construction,  but  must 
also  "level  the  playing  field"  for  vessels  in  the  foreign  trade.  I  will  be  following  this 
issue  closely  during  the  following  weeks  to  assure  that  we  continue  to  move  toward 
a  solution  to  this  problem. 
Thank  you,  Mr.  Chairman. 

Mr.  Lancaster.  Admiral  Henn,  if  you  would  like  to  proceed  with 
your  testimony,  you  may.  You  may  choose  to  summarize  that  testi- 
mony, and  if  you  choose  to  do  so,  we  will  at  this  point  in  the  record 
place  your  entire  testimony  in  the  record. 

STATEMENT  OF  REAR  ADMIRAL  ARTHUR  E.  "GENE"  HENN, 
VICE  COMMANDANT,  UNITED  STATES  COAST  GUARD 

Vice  Admiral  Henn.  Thank  you,  Mr.  Chairman.  Sir,  we  did  sub- 
mit a  very  lengthy  statement  for  the  record  indicating  all  the  var- 
ious initiatives  that  the  Coast  Guard  and  the  Department  of  Trans- 
portation have  been  working  on  in  partnership  with  the  United 
States  maritime  industry.  I  would  like  to  summarize  my  comments 
briefly  because  I  think  that  the  question  and  answer  portion  is 
probably  extremely  important  for  today  to  update  where  we  are. 

I  would  just  like  to  point  out  that  it  has  been  a  year  since  we 
met  here  to  discuss  the  need  to  launch  this  initiative.  The  Coast 
Guard,  working  very  closely  with  Secretary  Pena's  staff,  have  come 
up  with  a  regime  that  we  think  is  a  win/win  for  the  United  States, 
the  United  States  Government,  and  the  United  States  maritime  in- 
dustry. 

Before  giving  you  an  update  on  some  of  the  specifics,  I  would  just 
like  to  say  that  the  maritime  regulatory  reform  of  the  U.S.  vessel 
standards  and  inspection  procedures  is  one  of  the  key  elements  of 
Secretary  Peria's  efforts  to  revise  Federal  policy  to  make  this  Na- 
tion's maritime  industry  and  its  ship  construction  and  ship  oper- 
ation base  competitive  in  the  global  marketplace. 

Secretary  Peiia  will  be  issuing  a  press  release  today  which  sum- 
marizes where  the  Department  is  and,  basically,  in  that  press  re- 
lease it  indicates  that  he  has  directed  the  Coast  Guard  to  under- 
take a  four-point  program  and,  indeed,  we  have  been  working  on 
that  program  for  almost  a  year.  But  now  to  come  to  conclusion  of 
that  program. 

That  program  deals  with  several  regulatory  areas  and  some  leg- 
islative areas.  However,  as  we  talked  last  year,  we  recognize  there 
is  a  need  for  immediate  relief  and  to  provide  immediate  relief,  and 
we  can  do  this.  We  have  provided  a  voluntary  program  that  has 
been  developed  in  conjunction  with  our  U.S.  maritime  industry  to 
put  most  of  the  program  in  place  as  of  today. 

And,  indeed,  I  would  point  out  that  there  is  an  American  ship- 
yard, there  is  an  American  company  who  has  taken  advantage  of 
this  program.  It  is  the  Avondale  shipyard,  and  it  is  the  American 
Heavy  Lift  that  have  taken  advantage  of  the  voluntary  aspects  of 
the  program  and  indeed  are  marching  ahead,  ensuring  that  the 
cost  of  shipbuilding  and  ship  operation  in  the  United  States  does 
not  exceed  that  of  the  foreign  market.  So  we  have  a  real  success 
story  there  that  we  can  hold  up  to  you. 


Let  me  just  briefly  go  into  the  compliance  options  that  we  have. 
Working  with  our  industry,  the  Coast  Guard  has  developed  a  num- 
ber of  compliance  options  for  demonstrating  equivalence  with  regu- 
latory requirements.  This  doesn't  mean  we  go  outside  the  box.  It 
means  we  establish  an  equivalent.  In  no  way  do  we  degrade  the 
fine  U.S.  standards  that  are  the  benchmark  worldwide. 

One  initiative,  in  cooperation  with  the  American  Bureau  of  Ship- 
ping, will  create  one-stop  shopping  through  which  owners,  builders 
and  designers  can  show  compliance  with  U.S.  regulatory  require- 
ments. The  program  goal  is  to  make  the  U.S.  Coast  Guard  plan  re- 
view and  inspection  program  less  burdensome  and  more  efficient 
for  our  industry  and,  again,  without  a  degradation  of  our  stand- 
ards. 

Both  the  Coast  Guard  and  the  American  Bureau  of  Shipping  im- 
plementation documents  are  in  the  final  stages  of  revision.  We  are 
working  that,  again,  through  an  industry  classification  society 
Coast  Guard  group.  We  have  solicited  volunteers  from  industry  and 
ship  operators  to  be  a  part  of  the  pilot  program  where  they  will  ac- 
tually identify  ships  that  can  enter  the  inspection  program  under 
the  new  voluntary  aspects.  We  will  ensure  that  we  have  not  only 
a  workable  program  but  a  program  that  does,  in  fact,  reduce  the 
cost. 

Certainly,  we  in  the  Coast  Guard  support  and  salute  the  efforts 
of  the  APL,  the  American  President  Lines  and  Sea-Land  Service  for 
working  so  closely  with  us  over  the  past  year  as  well  as  OMSA,  our 
good  friend  Mr.  Bob  Alario,  the  safety  equipment  manufacturers, 
the  shipyards — the  smaller  shipyards  that  are  looking  to  build 
some  of  the  novel  craft  of  the  future,  as  well  as  the  large  shipyards. 

I  mentioned  Avondale,  but  certainly,  just  to  mention  a  few,  New- 
port News  and  Bath  are  making  real  initiatives  to  get  into  the  com- 
mercial shipbuilding  market  again  and  to  build  the  best  ships  in 
the  world,  not  only  for  U.S.  flag  but  for  foreign  flag. 

There  will  be  some  legislative  changes  that  are  needed.  I  think 
we  are  going  to  hear  more  on  that  from  some  of  the  other  panel 
members.  We  support  those  changes,  but  while  those  changes  are 
being  made,  we  think  that  the  voluntary  program  that  we  have  put 
in  place  will  allow  us  to  take  advantage  of  most  of  the  necessary 
relief  that  is  needed  as  of  today. 

Finally,  sir,  I  would  just  like  to  say  that  we  have  a  win/win  situ- 
ation here.  We  could  not  have  gotten  here  without  all  the  elements 
of  the  United  States  working  together,  not  only  the  administration, ' 
but  the  Congress  and  indeed  the  industry. 

Sir,  I  would  like  to  conclude  my  remarks  by  again  thanking  all 
of  those  who  have  been  a  part  of  this  maritime  regulatory  reform, 
which  is  just  a  piece  of  the  overall  maritime  policy  reform.  Thank 
you,  sir. 

Mr.  Lancaster.  Thank  you.  Admiral. 

[The  statement  of  Rear  Admiral  Henn  may  be  found  at  end  of 
hearing.] 

Mr.  Lancaster.  Mr.  Pentimonti. 


STATEMENT  OF  EUGENE  K.  PENTIMONTI,  VICE  PRESIDENT 
FOR  GOVERNMENT  SERVICES,  AMERICAN  PRESIDENT 
LINES,  LTD. 

Mr.  PENTIMONTI.  Good  morning.  I  am  Gene  Pentimonti,  Vice 
President  of  Government  Services  for  American  President  Lines. 
My  prepared  statement  this  morning  is  presented  on  behalf  of  both 
APL  and  Sea-Land  Service,  Inc. 

For  nearly  three  years  now  APL  and  Sea-Land  have  worked  to- 
gether to  try  to  eliminate  this  significant  barrier  to  our  inter- 
national competitiveness  of  the  U.S. -flag  fleet  that  we  operate  and 
that  is  the  excessive  U.S.  Coast  Guard  vessel  requirements.  Those 
requirements — governing  matters  involving  the  design,  equipment, 
maintenance  and  inspection  of  our  vessels — are  imposed  on  our 
liner  vessels  but  not  on  foreign-flag  vessels. 

None  of  these  contribute  to  marine  safety,  but  they  add  signifi- 
cantly to  our  costs  of  operation.  Without  relief  from  this  unneces- 
sary regulatory  burden,  our  vessels  cannot  play  on  a  level  playing 
field  with  those  of  our  foreign-flag  competitors. 

Today,  our  companies  are  building  vessels  and  have  a  choice  of 
adding  those  new  vessels  to  our  fleet,  either  as  U.S. -flag  vessels  or 
foreign-flag  registries.  The  competitive  disadvantages  on  U.S. -flag 
operations  due  to  these  regulations  is  so  serious  that  each  of  our 
companies  considers  this  to  be  one  of  problems  that  must  be  re- 
solved before  we  could  place  those  vessels  under  the  United  States 
flag.  Thus,  as  public  policy  matter,  we  don't  see  how  the  United 
States-flag  liner  fleet  can  be  revitalized  if  this  problem  is  not  re- 
solved. 

In  addition,  the  same  problem  and  burden  should  be  addressed 
for  our  vessels  currently  under  U.S. -flag  and  subject  to  those  un- 
necessary burdens. 

About  a  year  ago,  on  June  17,  a  representative  from  Sea-Land 
and  myself  presented  detailed  testimony  to  this  committee  on  the 
problem.  We  discussed  the  extra  costs  imposed  on  the  operators, 
specifics  of  the  regulations  at  issue,  and  that  extra  requirements 
imposed  do  not  enhance  safety. 

I  will  save  you  from  many  of  those  details  today  in  my  testimony 
but  would  like  to  briefly  describe  for  those  who  are  not  familiar  the 
basic  nature  of  the  problem.  I  particularly  want  to  make  clear  that 
this  is  not  a  safety  issue.  If  it  were  a  safety  issue,  the  Coast  Guard 
would  be  applying  these  same  regulations  to  the  foreign-flag  ves- 
sels calling  our  ports,  our  competitors's  vessels,  but  they  don't.  This 
is  merely  an  issue  of  costly,  excessive  regulation.  And,  in  this  age 
of  global  competition,  the  U.S. -flag  vessels  cannot  afford  to  carry 
regulatory  deadweight  in  doing  Battle  in  this  competitive  market- 
place. 

The  bottom  line  is  that  everyone  in  this  room  who  cares  about 
revitalizing  the  U.S. -flag  liner  fleet  needs  to  do  whatever  it  takes 
to  get  a  real  solution  to  this  problem  in  place  before  Congress  ad- 
journs. We  need  to  close  down  what  has  been  a  long  government 
decisionmaking  process  and  put  a  firm,  satisfactory  solution  in 
place. 

The  Coast  Guard,  on  behalf  of  our  Nation,  generally  accepts  as 
safe  foreign-flag  vessels  which  call  at  U.S.  ports  so  long  as  they 
meet  vessel  standards  imposed  by  the  flag  nation.  Foreign  nations 
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generally  require  vessels  flying  their  flags  to  meet  standards  adopt- 
ed by  the  International  Maritime  Organization,  IMO,  and  rely  on 
classification  societies  to  inspect  vessels  for  compliance  with  IMO 
standards,  including  the  Safety  of  Life  at  Sea,  SOLAS,  convention 
and  other  rules. 

The  Coast  Guard  has  recently  taken  stronger  action  against  for- 
eign registries  which  do  not  do  an  adequate  job  of  enforcing  IMO's 
regulatory  requirements.  Let  me  be  clear.  We  have  no  objection  to 
that  and,  in  fact,  support  that  effort  strongly. 

Our  objection  is  that  the  Coast  Guard  imposes  requirements 
which  are  in  addition  to  and  different  from  international  norms 
only  on  U.S. -flag  vessels.  These  differences  cover  virtually  all  is- 
sues— construction,  engineering,  equipment,  maintenance  and  in- 
spections. And,  on  top  of  that,  by  relying  less  on  classification  soci- 
eties than  do  the  authorities  in  other  nations,  the  Coast  Guard  ef- 
fectively requires  inspections  of  U.S.  flagships  which  are  duplica- 
tive, time  consuming  and  costly  compared  to  the  inspections  faced 
by  vessels  flying  other  flags. 

The  Coast  Guard's  recently  announced  and  commendable  initia- 
tive to  inspect  substandard  foreign-flag  vessels  is  not  an  attack  on 
the  standards  used  by  those  nations.  It  is  instead  a  response  to 
concern  that  those  standards  are  not  being  enforced.  So  that  en- 
forcement actually  gives  recognition  to  the  international  standards 
applied  to  foreign  flagships  by  making  sure  that  they  are  enforced. 

Further  evidence  that  the  international  standards  are  safe  is  the 
safe  operating  record  of  the  many  foreign-flag  liner  vessels  oper- 
ated by  companies  which  also  operate  U.S.-flag  liner  vessels. 

In  short,  the  Coast  Guard  accepts  international  norms  for  for- 
eign-flag vessels  calling  our  ports  every  day  of  the  year.  Those  ves- 
sels carry  more  than  80  percent  of  our  liner  trade  and  95  percent 
of  the  general  trade  that  comes  in  and  out  of  this  country.  The 
Coast  Guard  accepts  international  standards  as  safe  unless  a  U.S.- 
flag  vessel  wants  to  use  them.  Then  our  government  requires  more. 
We  don't  consider  this  to  be  logical  nor  fair. 

How  much  these  burdens  cost  the  U.S.-flag  operators  has  been 
demonstrated  many  times  before,  but  we  have  some  new  informa- 
tion that  comes  from  some  of  the  recently  contracted  vessels  which 
we  are  constructing.  For  example,  when  Sea-Land  asked  the  ship- 
yard building  its  newly  ordered  vessels  how  much  more  it  would 
cost  to  build  those  vessels  to  U.S.  standards,  they  were  told  that 
would  cost  nearly  $10  million  more  per  ship.  That  letter  is  attached 
for  your  reference.  , 

In  addition,  many  other  costs  are  imposed  in  the  normal  annual 
inspections  of  those  vessels,  estimated  to  be  about  $100,000  per 
year.  So  if  you  take  the  first  cost  and  the  operating  costs  you  can 
see  over  the  life  of  the  vessel,  this  can  be  a  very  significant 
amount. 

Our  companies  have  our  own  experience  operating  foreign-flag 
vessels.  A  number  of  the  vessels  in  our  fleet,  many  of  these  feeder 
ships,  are  not  U.S.-flag;  and  the  foreign-flag  standards  that  we  im- 
posed upon  those  vessels  have  no  adverse  impact  on  safety. 

Our  companies  are  absolutely  committed  to  safe  vessel  operation. 
We  would  not  be  satisfied  with  foreign  vessel  norms  unless  we 
were  convinced  that  they  provided  a  high  level  of  safety. 


Furthermore,  we  have  discussed  these  issues  with  our  ship  board 
unions,  and  they  are  supportive  of  our  efforts  to  ehminate  these 
burdens.  If  vessel  safety  were  an  issue,  obviously  we  would  not 
have  their  support. 

Obviously,  this  issue  needs  to  be  changed,  and  the  question  is 
how  and  when. 

Originally,  our  focus  was  on  a  regulatory  solution.  Over  27 
months  ago,  APL  and  Sea-Land  sent  a  list  of  roughly  300  vessel 
regulations  to  the  agency  that  we  felt  should  be  changed  and  could 
be  without  impacting  vessel  safety. 

Along  with  others,  I  have  been  working  very  hard  with  the  Coast 
Guard  on  this  issue  throughout  this  last  27  months,  and  I  believe 
the  agency  now  better  understands  our  concerns  and  is  trying  to 
fashion  solutions. 

In  particular,  the  Coast  Guard  has  been  developing  some  guid- 
ance documents  that  hold  out  promise  of  providing  the  needed  fix. 
However,  this  spring  we  decided  that  the  record  of  movement  on 
this  issue  was  such  that  we  could  not  look  solely  to  a  regulatory 
solution  to  achieve  prompt  and  positive  action. 

Legislation  is  necessary,  Mr.  Chairman,  if  there  is  to  be  any 
chance  that  new  vessels  presently  being  built  for  our  companies  are 
to  be  placed  under  U.S. -flag.  Those  vessels  are  being  built  to  less 
costly  but  equally  safe  international  norms.  Our  companies  have 
said,  and  we  will  say  again  here,  that  among  the  prerequisites  to 
our  being  able  to  flag  those  vessels  U.S.  is  U.S.  Government  accept- 
ance of  these  international  standards. 

We  testified  before  the  Senate  last  month  that  legislation  is 
needed  and  followed  up  by  suggesting  to  Senate  and  House  staff 
and  the  administration  legislative  language  that  would  close  this 
regulatory  gap. 

Within  the  last  month  we  have  had  serious  and  frequent  discus- 
sions with  the  Coast  Guard.  These  discussions  are  very  welcome. 
They  have  been  productive.  And  we  have  also  been  committed  to 
working  with  the  Coast  Guard  to  make  sure  that  they  are  effected. 

We  are  very  open  to  suggestions  from  the  Coast  Guard  for  dif- 
ferent combinations  of  legislative  and  regulatory  actions  on  vessel 
standards  that  will  allow  our  U.S. -flag  vessels  to  compete  on  a  level 
playing  field  consistent  with  safety.  That  includes  alternatives  to 
what  we  have  already  suggested. 

At  this  time,  we  believe  we  are  making  progress  on  principal  is- 
sues in  these  discussion,  but  we  don't  yet  have  alternative  lan- 
guage to  suggest.  However,  we  are  working  hard  to  develop  that 
language  which  is  agreeable  to  the  agency,  and  we  look  forward  to 
providing  it  to  Congress  as  an  alternative  to  what  we  have  already 
proposed,  as  soon  as  it  can  be  developed. 

In  conclusion,  we  deeply  appreciate  the  opportunity  to  appear  be- 
fore you  today  and  to  reaffirm  the  burden  of  excessive  U.S.  vessel 
standards  that  must  be  eliminated  as  part  of  the  effort  to  revitalize 
our  fleet.  We  hope  that  the  discussions  with  the  Coast  Guard  over 
the  past  few  weeks  and  continued  in  the  near  future  will  lead  us 
to  conclusions  that  we  can  present  to  Congress.  Thank  you  very 
much. 

Mr.  Lancaster.  Thank  you. 
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[The  statement  of  Mr.  Pentimonti  may  be  found  at  end  of  hear- 
ing.] 

Mr.  Lancaster.  Mr.  Nichols,  I  recognize  you,  but  in  the  interest 
of  time,  since  your  statement  is  quite  lengthy,  I  would  appreciate 
it  if  you  would  summarize.  And  at  this  point  your  full  statement 
will  be  included  in  the  record. 

STATEMENT  OF  ARCHIE  NICHOLS,  PRESIDENT,  NICHOLS 
BROTHERS  BOAT  BUILDERS,  ON  BEHALF  OF  THE  PAS- 
SENGER VESSEL  ASSOCIATION 

Mr.  Nichols.  Thank  you,  Mr.  Chairman.  I  have  a  summary  for 
you  this  morning. 

Mr.  Chairman,  my  name  is  Archie  Nichols  from  Nichols  Brothers 
Boat  Builders.  We  have  two  small  shipyards,  one  near  Seattle  and 
one  near  Portland,  Oregon. 

I  am  the  builder  of  a  number  of  the  small  passenger  vessels 
throughout  the  West  Coast  and  some  on  the  East  Coast  over  the 
past  two  decades.  I  am  here  today  representing  the  Passenger  Ves- 
sel Association,  a  national  organization  of  small  passenger  vessel 
owners.  The  organization  name  can  be  abbreviated  as  PVA. 

The  PVA  represents  some  400  small  passenger  vessel  operating 
companies  and  approximately  150  builders,  designers  and  suppli- 
ers. The  PVA  is  committed  to  the  safety  of  the  public. 

The  U.S.  Coast  Guard  is  also  committed  to  standards  that  ensure 
the  public  that  the  inspected  vessels  will  be  safe  with  regard  to  sta- 
bility, seaworthiness,  fire  resistance,  lifesaving  capacity  and  oper- 
ational safety. 

There  is  a  partnership  that  has  taken  place  between  the  U.S. 
Coast  Guard  and  the  marine  industry.  The  result  of  this  is  an 
unequalled  safety  record  for  the  transportation  and  excursion  of 
many  millions  of  Americans  every  year. 

Based  on  that  record,  it  is  clear  that  additional  regulation  is  not 
needed.  The  current  issue  of  the  Proceedings  of  the  Marine  Safety 
Council  lists  the  Coast  Guard's  measurable  goals  for  passenger 
safety  as  "prevent  passenger  vessel  casualties  with  major  loss  of 
life"  or,  in  other  words,  maintain  the  status  quo. 

In  implementation  of  any  new  regulation,  the  goals  are  more  im- 
portant than  the  means  to  reach  those  goals. 

Advancement  in  technology  will  continue  to  provide  new  lower 
cost  innovations  that  will  reap  the  same  or  even  improved  safety 
as  those  intended  by  the  regulatory  efforts.  As  an  example,  my 
company,  which  specializes  in  light  weight  aluminum  vessel  con-, 
struction,  has  struck  up  a  partnership  with  a  fiberglass  boat  build- 
ing company  nearby.  We  will  build  the  first  ever  fiberglass  hulled 
aluminum  combination  vessel  that  will  carry  more  than  149  pas- 
sengers. 

Approval  of  this  vessel  was  accomplished  by  working  with  the 
U.S.  Coast  Guard  merchant  technical  headquarters  to  present  a 
case  for  an  equivalent  level  of  safety.  This  agreement,  using  com- 
mon sense,  reasoning  and  logic,  reaches  the  same  goals  as  the  reg- 
ulations aimed  for,  but  the  regulations  do  not  specifically  provide 
for  such  an  innovation. 

Flexibility  within  the  regulations,  although  difficult  to  manage, 
is  important  to  the  survival  of  the  passenger  vessel  industry.  This 


industry  has  only  finite  dollars  to  work  with.  More  regulation  can- 
not necessarily  be  paid  for  by  increasing  the  ticket  prices.  The  com- 
petition is  not  other  passenger  vessels  but  rather  other  forms  of  en- 
tertainment and  transportation.  We  cannot  afford  outdated,  redun- 
dant, inefficient  regulation  that  blocks  the  advancement  of  marine 
technology,  and  we  cannot  afford  regulation  just  for  show. 

Just  over  a  year  ago  we  were  invited  to  testify  on  the  Coast 
Guard  shipbuilding  standards  for  the  first  time,  and  we  appre- 
ciated that  opportunity.  As  a  result,  new  dialog  spawned  between 
the  U.S.  Coast  Guard  and  industry. 

Since  last  year,  a  new  interim  solution  has  been  found  for  the 
IMO-based  stability  criteria  that  were  applied  to  domestic  vessels. 
This  proposed  regulation  made  it  obvious  that  most  IMO  standards 
are  not  directly  applicable  to  domestic  vessels. 

Another  example  of  IMO  standards  that  are  not  directly  transfer- 
able is  the  new  HSC  code,  high  speed  craft  code.  My  company  is 
building  the  first  ever  U.S.  vessel  under  this  code. 

The  process  has  proven  to  be  very  costly.  A  similar  vessel  by  con- 
ventional guidelines  would  run  $10  to  $11  million.  This  will  one 
cost  over  $15  million  by  this  standard. 

If  the  IMO  high  speed  craft  code  is  to  be  adopted  as  a  U.S.  do- 
mestic standard,  we  in  the  industry  would  appreciate  involvement 
in  that  process.  Possibly  this  could  be  done  by  a  forum  composed 
of  various  industry  experts. 

The  PVA  was  a  part  of  the  U.S.  Coast  Guard  pubUc  hearings  on 
the  regulatory  process  last  September,  and,  as  a  result,  we  have 
high  hopes  for  improved  communication  in  this  regard.  The  prob- 
lem is  that  at  the  time  industry  and  Coast  Guard  dialog  would  be 
the  most  meaningful,  the  U.S.  Coast  Guard  feels  compelled  to  with- 
draw because  of  its  interpretation  of  the  ex  parte  communications. 
What  we  want  is  more  opportunity  for  interaction  during  the  devel- 
opment process  and  the  finalization  of  regulation. 

The  recent  Supplementary  Notice  of  Proposed  Rulemaking  for  In- 
spection and  Certification  of  Small  Passenger  Vessels  was  released 
in  January  of  this  year.  Although  it  was  a  very  short  time  to  re- 
spond, the  marine  industry  responded  with  a  great  deal  of  interest 
and  enthusiasm  and  with  hundreds  of  written  responses  and  com- 
ments over  the  past  few  months. 

We  expect  and  hope  that  these  well-thought-out  comments  will 
be  carefully  considered  in  the  final  form  of  the  regulation. 

While  our  experience  with  the  U.S.  Coast  Guard  has  been  very 
largely  positive,  a  recent  loss  of  a  wooden  vessel  named  the  El  Toro 
II  in  December  has  triggered  what  we  consider  to  be  a  little  bit  of 
an  overreaction.  Many  wooden  boat  owners  experienced  what  ap- 
peared to  be  a  campaign  to  drive  wooden  boats  from  the  passenger 
fleet  as  certificates  were  sometimes  pulled  without  explanation. 

The  accident  involving  the  El  Toro,  as  we  understand  it,  was  the 
result  of  a  series  of  acts  of  omission  and  commission  leading  to  the 
loss  of  the  vessel  and  three  lives.  The  loss  of  these  lives,  however 
regrettable,  must  be  viewed  in  this  case  as  human  error.  Retalia- 
tion against  wooden  vessels  comprising  27  percent  of  our  fleet  is 
really  uncalled  for. 

No  matter  how  many  regulations  are  added,  the  element  of 
human  error  can  never  be  eliminated. 
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PVA  wants  to  eliminate  the  perception  that  industry's  proposed 
regulatory  changes  are  somehow  contrary  to  public  interest.  The 
Coast  Guard  has  a  tendency  to  view  new  innovation  sometimes  as 
rule  beating  or  see  them  as  a  reason  to  add  yet  another  layer  of 
regulation,  rather  than  as  equivalent  levels  of  standards  or  even 
improvement  to  existing  regulation. 

Executive  order  12866  and  Commandant  Instruction  5420.32  en- 
courage the  development  of  industry  standards  in  lieu  of  regula- 
tion. The  U.S.  Coast  Guard's  announcement  on  March  2  of  1994  of 
the  formation  of  the  National  Fire  Protection  Association  Commit- 
tee on  Merchant  Vessel  Fire  Protection  was  welcomed  by  the  PVA. 
We  and  many  of  our  members  intend  to  participate  actively.  I,  my- 
self, have  requested  membership  in  that  group. 

We  do  not  want  to  see  more  burden  on  the  U.S.  Coast  Guard  for 
implementation  of  safety  standards.  They  are  somewhat  overtaxed 
in  just  teaching  basic  regulation  to  inspection  personnel  already. 

We  do  not  support,  however,  the  concept  of  delegation  of  pas- 
senger vessel  inspection  to  third  parties.  Such  delegation  would 
lead  to  the  loss  of  accountability,  sensitivity,  flexibility  and  commu- 
nication with  the  regulators. 

Last  June,  we  laid  out  the  Association's  vision  for  the  govern- 
ment's future  regulatory  safety  role  for  this  subcommittee.  We  be- 
lieve that  the  marine  safety  program  can  and  must  work  toward 
industry  execution  under  government  delegation.  Some  form  of  self- 
certification  by  the  use  of  trained  industry  personnel  that  are  ac- 
countable to  the  Coast  Guard  would  serve  this  purpose. 

Congress  has  an  opportunity  in  the  near  future  to  reduce  regula- 
tion, to  simplify  compliance  and  conserve  resources  by  changing 
regulatory  tonnage  concepts  and  tonnage  thresholds.  Congress 
needs  to  change  existing  manning  statutes  in  the  United  States 
Code  of  Federal  regulations.  The  issue  of  manning  would  be  much 
better  addressed  under  broad  legislative  guidance  to  the  Secretary. 

As  a  result  of  current  statutes,  the  industry  is  forced  to  go 
through  great  cost  to  build  vessels  under  100  gross  tons  in  order 
to  control  the  cost  and  prevent  the  outdated  manning  requirements 
of  the  regulations.  The  U.S.  passenger  vessel  safety  record  attests 
to  the  fact  that  the  public  has  not  been  shortchanged  in  this  proc- 
ess. 

The  Passenger  Vessel  Association  represents  an  innovative  and 
growing  industry  with  a  brilliant  future.  Small  ferryboats  and  i 
other  passenger  vessels  have  safely  and  efficiently  filled  a  special 
niche  while  providing  thousands  of  jobs  nationwide.  We  must  main- 
tain a  positive  cooperative  regulatory  environment.  By  doing  so,  we 
will  continue  to  flourish  as  the  safest  passenger  vessel  fleet  in  the 
world  and  provide  some  much-needed  help  to  our  suffering  ship- 
building industry. 

Thank  you  for  this  opportunity  to  share  our  views  with  you 
today.  And  it  is  our  hope  that  future  regulation  will  provide  for  eco- 
nomic growth  in  the  passenger  vessel  industry  that  will  go  hand 
in  hand  with  public  safety  and  environmental  protection. 

Mr.  Lancaster.  Thank  you  Mr.  Nichols. 

[The  statement  of  Mr.  Nichols  may  be  found  at  end  of  hearing.] 
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Mr.  Lancaster.  Mr.  Alario,  we  will  call  on  you  and  would  en- 
courage you  to  summarize  your  statement.  And  your  complete 
statement  will  be  placed  in  the  record  at  this  point. 

STATEMENT  OF  ROBERT  J.  ALARIO,  PRESIDENT,  OFFSHORE 
MARINE  SERVICE  ASSOCIATION 

Mr.  Alario.  Thank  you. 

I  am  Bob  Alario,  President  of  the  Offshore  Marine  Service  Asso- 
ciation, which  I  represent  today. 

The  Offshore  Marine  Service  Association,  or  OMSA,  represents 
more  than  270  companies  that  operate  special  purpose  vessels  or 
provide  equipment,  services  and  supplies  in  support  of  offshore  oil 
and  gas  operations  worldwide.  This  includes  numerous  small-  and 
intermediate-size  shipyards  that  specialize  in  the  construction  and 
repair  of  these  specially  designed  offshore  service  vessels. 

Cumulatively,  these  shipyards  employ  thousands  of  U.S.  ship- 
yard workers  and  indirectly  are  responsible  for  thousands  more 
support  jobs  which  are  and  will  be  affected  by  what  we  do  today. 

OMSA  has  been  asked  to  comment  and  offer  recommendations  on 
ways  to  improve  the  U.S.  shipbuilding  standards  and  related  re- 
quirements in  an  effort  to  make  them  more  efficient  and  less  costly, 
while  maintaining  vessel  safety  and  maintainability.  We  propose  to 
do  that  at  least  with  respect  to  our  own  industry. 

We  thank  the  Chairman  and  the  Members  of  the  subcommittee 
for  this  important  opportunity,  and  we  respectfully  offer  the  follow- 
ing comments  and  recommendations. 

As  I  have  indicated,  offshore  supply  vessels  encompass  vessels  of 
different  types  serving  the  offshore  petroleum  and  minerals  indus- 
try by  delivering  equipment,  personnel  and  services  to  offshore 
drilling,  research  and  production  facilities. 

Under  current  law,  OSVs  are  measured  according  to  the  U.S. 
regulatory  tonnage  standards.  Under  that  system,  in  order  to  be 
classed  as  offshore  supply  vessel,  for  example,  the  boat  must  meas- 
ure less  than  500  U.S.  gross  tons. 

The  arbitrary  500  gross  ton  limitation  was  established  years  ago, 
before  the  U.S.  became  a  signatory  to  the  International  Tonnage 
Convention,  which  employs  a  different  system  of  vessel  admeasure- 
ment. Therein  lies  our  dilemma.  The  U.S.  has  since  become  a  sig- 
natory to  the  ITC  and  to  the  Convention  of  Standards  on  Training 
and  Watchkeeping,  the  STCW,  both  of  which  are  tonnage  sensitive 
and  interrelated. 

What  is  key  here  is  that  after  next  month,  July  18th,  1994,  new 
U.S.  vessels  built  that  would  operate  or  want  the  capability  to  op- 
erate in  foreign  waters  must  mandatorily  be  measured  under  the 
ITC  system.  The  regulations  will  apply  in  relation  to  licensing  and 
other  requirements  under  the  conventions  that  are  tied  to  tonnage 
thresholds  under  the  ITC  system  of  admeasurement  as  opposed  to 
the  U.S.  system. 

The  two  systems  of  tonnage  admeasurement  vary  greatly.  The 
U.S.  system  encourages  the  use  of  tonnage  exemptions,  cutting 
through  bulkheads,  deep  frames,  et  cetera,  in  order  to  keep  ton- 
nage low.  This  is  done  not  to  skirt  safety  but  simply  to,  wherever 
possible,  get  under  the  500  gross  tons. 
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Actually,  most  of  our  vessels  fall  way  under  500  gross  tons,  but 
we  have  an  example  that  is  in  the  written  statement,  Mr.  Chair- 
man, that  reflects  the  significance  of  this  difference  between  the 
two  systems.  With  your  permission,  in  the  question  and  answer  pe- 
riod, we  will  touch  briefly  on  it. 

But  meanwhile,  we  submit  there  is  a  misconception  or  perception 
of  size  that  is  simply  not  accurate  when  you  compare  measurement 
of  one  vessel  under  the  U.S.  system  and  the  same  vessel  or  similar 
vessel  under  the  ITC  system. 

Our  objectives  are  as  follows:  We  must,  here  in  the  United 
States,  in  effect,  protect  the  sizable  existing  fleet  of  offshore  vessels 
which  ranges  between  1,200  to  1,400  relatively  small  but  important 
U.S.  vessels.  These  are  U.S. -flag  vessels,  and  in  fact,  the  largest 
U.S. -flag  fleet  working  overseas.  We  must,  first,  protect  this  exist- 
ing fleet  from  any  arbitrary  or  negative  impact  coming  from  the  ef- 
fective implementation,  as  of  July  18,  1994,  of  the  International 
Tonnage  Convention  and  STCW;  and,  two,  we  must  encourage  and 
accelerate  the  design  and  construction  of  new,  more  efficiently  de- 
signed offshore  service  vessels  in  U.S.  shipyards  so  that  these  more 
sophisticated,  but  not  necessarily  larger  vessels,  and  their  crews 
and  officers,  are  optimally  competitive  in  international  markets,  re- 
gaining the  highly  diminished  tj.S.  technological  edge. 

I  have  good  news.  I  think  the  Coast  Guard,  and  our  industry  at 
least,  are  on  the  same  sheet  of  music  with  regard  to  how  we  might 
accomplish  that.  And  specifically,  therefore,  we  have  submitted  a 
legislative  proposal  to  the  committee  containing  detailed  rec- 
ommendations for  technical  amendments  to  subject  laws  with  a 
view  toward  establishing  a  new  companion  class  of  offshore  supply 
vessels,  which  would  be  classed  under  the  ITC  admeasurement  sys- 
tem. This  would  meet  your  critical  objectives  with  regard  to  the  ex- 
isting fleet  of  vessels  and  also  promote  efficient  new  designs  with 
regard  to  the  vessels  of  the  future. 

We  believe  that  these  technical  accommodations  will  serve  to  en- 
hance the  competitive  position  of  this  vital  offshore  marine  service 
industry.  It  will  open  new  markets  for  U.S.  shipyards.  It  will  pro- 
vide and  protect  employment  opportunities  for  U.S.  merchant  mari- 
ners and  shipyard  workers  and  meet  our  responsibility  to  build  and 
operate  vessels  in  a  safe  and  environmentally  conscious  manner. 

However,  time  is  working  against  us  because  of  the  dates  that 
are  involved.  Your  assistance  is  requested  and  is  critical. 

Mr.  Chairman,  Members  of  the  committee,  I  thank  you  for  this 
opportunity  to  comment  on  this  important  matter,  and  we  would  be ' 
pleased  to  answer  any  questions  you  may  have. 

Mr.  Lancaster.  Thank  you,  Mr.  Alario. 

[The  statement  of  Mr.  Alario  may  be  found  at  end  of  hearing.] 

Mr.  Lancaster.  Mr.  Smith,  you  are  our  concluding  witness.  Your 
complete  statement  will  be  included  in  the  record  at  this  point. 

STATEMENT  OF  DAVID  B.  SMITH,  PRESIDENT,  U.S.  MARINE 
SAFETY  ASSOCIATION 

Mr.  Smith.  Thank  you,  Mr.  Chairman. 

Good  morning.  It  is  a  pleasure  to  appear  before  this  distin- 
guished subcommittee  today  and  to  discuss  proposed  changes  to  the 
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regulations  affecting  the  United  States  shipbuilding  industry  and 
its  operators. 

I  am  speaking  here  today  as  President  of  the  United  States  Ma- 
rine Safety  Association.  The  USMSA  consists  of  more  than  145 
companies  and  marine  safety  professionals  who  are  involved  in  ei- 
ther the  design  and/or  manufacture  of  marine  safety  equipment  or 
provide  training  and  other  professional  services  specifically  in  the 
field  of  marine  safety. 

The  Association  is  dedicated  to  promoting  the  highest  possible 
marine  safety  standards  and  creating  widespread  awareness  in  the 
use  of  marine  safety  equipment. 

We  understand  that  the  Subcommittee  on  Coast  Guard  and 
Navigation  may  be  considering  a  change  to  46  USC  3306(b)  to  in- 
clude the  language,  and  I  quote: 

The  Secretary  may  accept  approvals  of  fire  and  life  safety  equip- 
ment and  materials  issued  by  foreign  governments  which  the  Sec- 
retary determines  utilize  design  and  testing  standards  that  meet 
the  requirements  of  the  International  Convention  for  the  Safety  of 
Life  at  Sea,  Chapters  II/2  and  III  and  their  associated  Inter- 
national Maritime  Organization  guidance  documents. 

"  For  the  record,  please  let  me  state  that  the  members  of  this  As- 
sociation are  supportive  of  the  initiatives  of  this  committee  and  the 
United  States  Coast  Guard.  We  recognize  the  value  to  our  industry 
in  removing  unnecessary  barriers  to  competitive  shipbuilding  in 
the  United  States.  Our  members  and  industry  can  only  benefit 
from  these  efforts. 

However,  in  reference  to  revising  subsection  (b),  we  strongly  urge 
the  committee  to  accept  the  following  proposed  amendment  to  this 
subsection,  and  I  quote: 

"Abandon-ship  survival  equipment  subject  to  the  regulation 
under  this  section  may  not  be  used  on  any  vessel  without  prior  ap- 
proval as  prescribed  by  regulation.  The  Secretary  may  accept  ap- 
provals of  other  equipment  and  materials  issued  by  foreign  govern- 
ments which  the  Secretary  determines  utilize  design  and  testing 
standards  that  meet  the  requirements  of  the  International  Conven- 
tion for  the  Safety  of  Life  at  Sea,  Chapters  II/2  and  III  and  their 
associated  International  Maritime  Organization  guidance  docu- 
ments." 

Over  the  years,  the  United  States  Coast  Guard  has  interpreted 
the  SOLAS  rules  to  the  very  highest  standards  in  order  to  protect 
the  American  public.  After  each  major  tragedy,  boards  of  inquiry 
are  introduced  to  investigate  and  review  existing  regulations  and 
provide  their  recommendations  for  better  safety  systems,  products 
or  rules. 

These  recommendations  are  reflected  in  USCG  regulations  that 
exceed  the  SOLAS  minimums  for  abandonment  lifesaving  equip- 
ment. Our  standards  are  intended  to  save  lives  of  American  mari- 
ners in  the  most  hazardous  of  situations. 

The  United  States  Coast  Guard  and  we  in  industry  have  seen 
many  instances  of  equipment  with  approvals  by  foreign  govern- 
ments which  neither  meets  the  letter  nor  the  intent  of  SOLAS.  In 
many  instances,  this  equipment  appears  to  be  approved  to  satisfy 
a  regulatory  inconvenience  or  bottom  line. 
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The  United  States  Coast  Guard  approved  equipment  is  not  de- 
signed to  save  regulators  or  accountants.  It  is  designed  and  manu- 
factured to  save  sailors  whose  lives  are  at  risk. 

There  are  many  areas  where  SOLAS  is  silent.  In  the  case  of  in- 
flatable life  rafts  there  are  no  standards  for  fabric.  The  current 
United  States  Coast  Guard  fabric  standard  was  developed  in  con- 
junction manufacturers  from  France,  England  and  Denmark,  as 
well  as  domestic  manufacturers.  SOLAS  would  allow  life  rafts  to  be 
made  with  materials  far  below  United  States  Coast  Guard  stand- 
ards and  known  to  be  unreliable  in  critical  lifesaving  applications. 

If  this  committee  decides  that  U.S.  sailors  should  have  inferior 
equipment,  it  not  only  jeopardizes  those  sailors,  it  jeopardizes  the 
U.S.  manufacturers  and  foreign  manufacturers  from  Germany, 
Japan,  Netherlands,  Norway,  Sweden  and  others  who  have  decided 
to  build  equipment  to  United  States  Coast  Guard  standards.  We 
are  eager  to  compete  in  a  global  market  but  not  at  the  cost  of  lower 
standards. 

In  closing,  I  would  like  to  thank  you  and  other  Members  of  this 
distinguished  subcommittee  for  allowing  me  to  speak  before  you 
this  morning.  I  hope  this  subcommittee  will  show  its  continued 
support  for  the  American  sailor  by  assuring  that  the  quality  of 
abandon-ship  survival  equipment  is  not  compromised.  When  all 
other  shipboard  systems  fail,  the  equipment  we  are  discussing 
today  must  always  work  without  fail. 

I  would  be  happy  to  answer  any  questions  at  this  time. 

Mr.  Lancaster.  Thank  you  for  your  testimony. 

[The  statement  of  Mr.  Smith  may  be  found  at  end  of  hearing.] 

Mr.  Lancaster.  I  will  reserve  my  questions  until  after  other 
Members  of  the  subcommittee  have  had  an  opportunity  to  ask  their 
questions.  I  will  call  first  on  the  Ranking  Member,  Mr.  Coble,  for 
his  questions. 

Mr.  Coble.  Thank  you,  Mr.  Chairman. 

Thank  you,  gentlemen,  for  your  appearance  today  and  your  testi- 
mony. 

Admiral,  you  indicate  in  your  written  testimony — and  this  may 
well  be  subject  to  interpretation;  I  think  it  is  because  of  some  vari- 
ance from  the  testimony — that  it  is  your  belief  that  the  present 
legal  structure  permits  reform  of  U.S.  vessel  construction  and  in- 
spection standards  without  legislation.  Without  legislative  changes. 
Admiral,  do  you  have  an  opinion  as  to  how  long  regulatory  changes 
would  take  to  become  effective? 

Vice  Admiral  Henn.  Yes,  sir.  We  see  that  they  can  be  done  with- 
in a  year's  timeframe.  But  the  point  here  is  that  we  don't  have  to 
wait  a  year.  Using  the  equivalency  provisions  already  in  the  regu- 
lations, we  can  permit  alternatives  to  be  used  which  give  the  equiv- 
alent level  of  safety  presently  required  by  the  regulations.  And  I 
pointed  out  there  is  an  American  shipyard,  and  an  American  owner 
who  is  taking  advantage  of  those  today. 

Secretary  Peiia  in  his  statement — or  in  his  press  release — has  in- 
dicated the  voluntary  regime  was  put  in  place  because  of  the  neces- 
sity for  immediate  relief  Those  people  who  choose  to  do  things 
smartly,  to  engineer  up  front,  to  take  advantage  of  the  equiva- 
lencies can  build  a  safer  ship,  can  build  a  U.S.  flag  ship  in  a  U.S. 
shipyard  for  basically  no  difference  in  cost,  sir. 
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Mr.  Coble.  So  you  think  a  timely  schedule  could  be  realized 
without  legislation? 

Vice  Admiral  Henn.  Yes,  sir,  I  do.  That  will  get  us  90  percent 
of  the  way  there.  But  I  think  in  all  of  these  things  it  is  best  to  in- 
stitutionalize in  legislation  and  regulation.  However,  we  could  get 
90  percent  of  the  way  there  today.  And  we  have,  in  fact,  owners 
and  shipyards  that  are  taking  advantage  of  that  right  now. 

Mr.  Coble.  Admiral,  in  extending  the  timeframe  of  inspecting 
large  merchant  vessels  from  two  to  five  years,  do  you  see  any  com- 
promising of  safety  features? 

Vice  Admiral  Henn.  No,  sir,  I  don't,  and  let  me  explain  that  if 
I  could.  First  of  all,  you  have  got  to  recognize  the  United  States  is 
number  one  when  it  comes  to  maritime  safety  and  environmental 
protection.  The  rest  of  the  world  salivates  when  they  look  at  the 
United  States  and  says  we  wish  we  could  do  it  the  way  the  United 
States  does  it. 

When  I  say  the  rest  of  the  world,  I  am  talking  now  on  the  more 
developed  countries.  We  recognize  there  are  flag  states  out  there. 
We  recognize  there  are  classification  societies  out  there  who  play 
the  game  and  do  not  meet  international  standards.  They  say  they 
are  on  one  hand,  but  they  are  not  on  the  other. 

What  we  see  is  that,  using  the  international  regime  as  it  is  writ- 
ten in  the  international  treaties,  we  can  adjust  our  inspection  fre- 
quency. We  can  adjust,  using  international  standards  which  are  ba- 
sically the  U.S.  standards  anyway.  We  can  move  to  that,  and  we 
are  not  in  any  way  going  to  degrade  safety. 

Part  of  how  we  get  there  is  using  additional  resources  of  some 
of  the  better  classification  societies,  and,  sir,  I  would  tell  you  that 
there  is  only  a  handful,  at  most,  of  better  classification  societies  to 
assist  us  in  that  effort. 

Initially,  we  have  moved  further  with  the  American  Bureau  of 
Shipping.  We  look  to  move  further  with  some  other  classification 
societies  such  as  DNV  which  will  augment  our  inspection  capabili- 
ties. But  the  Coast  Guard  will  always  maintain  a  robust  oversight 
program  of  not  only  the  classification  societies  but  of  the  owners 
themselves. 

I  would  also  tell  you  that  there  has  been  mentioned  here  that 
some  view — particularly  some  of  our  liner  folks — view  the  need  to 
go  foreign  based  upon  the  fact  that  they  can  get  a  cheaper  ship. 
Yes,  they  can  get  a  cheaper  ship,  sir.  Possibly,  although  we  don't 
totally  agree  with  that. 

But  I  have  to  tell  you,  standards  are  not  the  only  thing.  Stand- 
ards are  one  part  of  the  picture.  Enforcement  is  the  other  part  of 
the  picture.  And  you  can  build  foreign,  and  you  can  foreign  flag, 
but  due  to  the  efforts  of  the  United  States,  those  foreign  flag  coun- 
tries are  going  to  be  doing  a  better  enforcement  and  inspection  re- 
gime than  in  the  past.  The  United  States  is  requiring  that. 

And  so  the  cost  that  some  of  the  owners  are  avoiding  due  to  rea- 
sonable inspection  by  running  to  a  foreign-flag  is  not  going  to  be 
there  because  others  are  going  to  do  it  the  way  the  United  States 
is  doing  it.  And  we  are  pushing  that,  and  we  will  continue  to  push 
that.  Aiid  indeed,  now  we  have  the  rest  of  the  world  joining  us,  sir. 

Mr.  Coble.  Thank  you.  Admiral. 
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Mr.  Pentimonti  and  others  or  Mr.  Nichols  or  Alario,  what  are  the 
primary  stumbling  blocks,  for  want  of  a  better  way  of  saying  it,  be- 
tween your  industry  and  the  Coast  Guard  in  attempting  to  reform 
maritime  regulations?  Any  stumbling  blocks  that  we  can  help,  per- 
haps, assuage  or  remedy? 

Mr.  Pentimonti.  Well,  as  I  testified,  there  were,  you  know,  a 
huge  list  of  issues  27  months  ago  that  we  identified  in  a  very  spe- 
cific statement  to  the  Coast  Guard  that  we  researched,  Sea-Land 
and  ourselves  at  American  President  Lines,  that  represented  the 
stumbling  block.  And  this  list  included  a  host  of  issues  that  spoke 
to  design  standards  and  equipment  and  material  requirements  and 
U.S.  testing  facility  requirements.  Just  a  host  of  issues  which, 
when  we  attempt  to  acquire  our  vessels  in  an  open  world  market, 
made  a  huge  cost  impact  on  getting  our  vessels  constructed. 

We  have,  as  I  testified  also,  recently  in  the  past  months  worked 
on  regulatory  fixes  that  deal  in  large  part  with  a  number  of  these. 
And  we  are  continuing  to  work  with  the  Coast  Guard  to  do  that. 

But,  in  general,  the  statement  is  that  these  issues,  which  in  our 
perspective  and  clearly  in  the  discussions  we  have  had  with  the 
Coast  Guard,  represent  no  safety  impacts  as  we  start  removing 
these  hurdles  that  we  have  addressed  over  this  past  27  months.  So 
it  was  a  combination,  a  collection,  of  design  requirements,  material 
equivalency  and  test  requirements  for  materials  and  equipment 
that  over  time  amounts  to  be  a  huge  hurdle  in  the  road  for  us  to 
acquire  vessels  at  a  comparable  cost  with  those  countries  who  meet 
all  of  the  international  standards  and  requirements  and  bringing 
those  vessels  into  this  country  for  trading. 

Ninety-five  percent  of  the  trade  in  this  country  is  borne  on  for- 
eign-flag vessels  which  meet  all  of  the  international  requirements. 
So  it  was  aligning  the  Coast  Guard's  design  and  material  and  test- 
ing standards  to  those  that  have  been  developed  in  the  inter- 
national standards. 

Mr.  Coble.  Gentlemen,  you  all  want  to  jump  into  this? 

Mr.  Smith.  I  guess  I  would  like  to  add  to  our  statement  that  our 
Association  (USMSA)  is  primarily  focused  on  major  survival  equip- 
ment used  in  the  worst  possible  conditions;  that  is,  when  every- 
thing else  fails,  the  ship  is  going  to  go  down  and  the  sailors  are 
forced  to  abandon  ship.  We  have  been  working  very  closely  with 
the  Admiral's  staff  in  coming  up  with  new  specifications  and  new 
requirements,  and  changes  to  existing  standards  and  regulations, 
that  have  improved  the  reliability  standards  for  the  products  and 
reduced  cost. 

I  believe  the  cooperation  we  have  formed,  and  have  been  working 
on  over  the  past  couple  of  years,  has  been  very  beneficial  to  the  ob- 
jectives of  this  committee. 

Today,  for  example,  when  you  look  at  life  rafts — if  you  put  two 
25-man  life  rafts  on  one  of  these  ships,  which  is  a  frequent  com- 
plement, the  cost  difference  between  today's  U.S.  Coast  Guard  ap- 
proved life  raft  versus  a  SOLAS  approved  life  raft  is  less  than 
$2,000  per  raft  or  $5,000  per  ship.  This  can  be  the  cost  difference 
between  life  and  death. 

In  conclusion  I  believe  that  many  of  the  things  that  the  Coast 
Guard  is  doing  today  are  definitely  being  focused  toward  the  objec- 
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tives  of  this  committee,  and  the  Association  is  working  very  closely 
with  the  Coast  Guard  in  accomplishing  those  objectives. 

Mr.  Nichols.  Mr.  Chairman,  the  PVA,  the  Passenger  Vessel  As- 
sociation, is  well-pleased  with  the  communication  that  is  currently 
taking  place  with  the  U.S.  Coast  Guard.  What  we  would  like  is 
more  of  the  same.  We  want  more  involvement  in  the  development 
of  proposed  regulation,  as  well  as  review  of  the  final  form  of  those 
regulations  without  any  fear,  from  the  Coast  Guard  for  involve- 
ment in  ex  parte  communication. 

Mr.  Alario.  Thank  you,  Mr.  Coble. 

Basically,  my  observation  is  that  the  Coast  Guard  and  OMSA, 
have  struggled  for  many  years  with  the  enormously  complex  prob- 
lem of  converting  the  offshore  marine  service  industry  from  utiliza- 
tion of  one  standard  of  measurement  to  the  ITC,  that  is,  the  Inter- 
national Tonnage  Convention. 

But  the  ramifications  are  deep,  and  they  are  complicated.  They 
are  innumerable.  Reconciliation  of  the  two  measurement  systems  is 
not  necessarily  easy  or  consistent.  So,  therefore,  because  of  the 
complex  nature  of  that  problem,  an  overall  general  resolution  has 
either  been  unattainable  up  to  this  point,  or  repeatedly  postponed, 
or  even  avoided. 

There  is  no  direct  correlation  in  the  formula  of  the  measurement 
under  one  system  and  the  other.  However,  in  our  case,  I  am  happy 
to  say  that  the  more  obvious  and  problematical  ramifications  have 
matured.  They  have  been  identified.  And  the  Coast  Guard  and  we 
have  sat  down  and  talked  about  them.  We  are  addressing  them 
now  with  specific  legislative  language  which  is  technical  in  nature 
and  minor  in  nature,  but  critical. 

And  these  decisions,  which  must  be  made  now  as  a  practical 
matter,  can  be  taken  care  of  very  easily  in  my  opinion,  and  I  be- 
lieve, as  I  have  said  before,  that  the  Coast  Guard  and  we  are  head- 
ed in  the  same  direction  with  the  committee,  I  hope,  to  be  able  to 
take  care  of  our  major  problems. 

Mr.  Coble.  Thank  you,  gentlemen. 

Mr.  Chairman,  if  I  may,  one  very  quick  question.  I  realize  that 
time  is  elapsing  here. 

Mr.  Pentimonti,  this  is  a  hypothetical  question.  There  are  many 
factors  other  than  U.S.  standards  which  make  a  vessel  more  expen- 
sive to  construct  in  a  U.S.  shipyard.  These  factors  involve  foreign 
subsidies,  lower  foreign  wage  scales,  et  cetera.  If  your  industry  and 
the  Coast  Guard  is  successful  in  equalizing  U.S.  and  international 
standards,  would  APL  be  able  to  begin  building  vessels  in  U.S. 
shipyards,  given  the  other  cost  considerations? 

Mr.  Pentimontl  Not  to  the  knowledge  that  we  have  today,  Mr. 
Coble. 

The  Coast  Guard  issues  really  are  an  issue  that  represent  a 
higher  cost  if  we  were  to  fly  a  U.S. -flag  on  our  vessels,  whether 
they  are  built  in  U.S.  or  foreign  yards.  The  issues  as  to  whether 
or  not  the  U.S.  shipyards  could  compete  with  the  world  market  on 
building  container  ships  which  serve  our  interests  has  been  some- 
thing which  has  not  been  demonstrated  the  past.  So  the  issue  of 
the  Coast  Guard  regulations  and  getting  to  a  solution  to  those 
would  not,  in  and  of  itself,  be  the  only  issue  that  would  represent 
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problems  which  we  have  foreseen  and  seen  in  the  past  in  building 
ships  in  U.S.  yards. 

Mr.  Coble.  Thank  you  gentlemen. 

Thank  you,  Mr.  Chairman. 

Mr.  Lancaster.  Thank  you,  Mr.  Chairman. 

Mr.  Pickett. 

Mr.  Pickett.  Thank  you,  Mr.  Chairman. 

Admiral  Henn,  as  I  understand  your  remarks,  you  seem  to  be- 
lieve that  what  the  Coast  Guard  requires  is  not  that  much  different 
from  international  standards  and  that  it  does  not  add  a  substantial 
additional  amount  to  the  construction  of  a  ship.  Is  that  a  fair  sum- 
mary? 

Vice  Admiral  Henn.  That  is  absolutely  correct,  sir. 

Mr.  Pickett.  And,  Mr.  Pentimonti,  I  hear  that  you  have  a  dif- 
ferent view  of  the  Coast  Guard  requirements,  and  you  apparently 
do  believe  that  to  meet  those  requirements  it  adds  additional  cost 
to  construct  a  ship  in  a  U.S.  or  even  in  a  foreign  shipyard. 

Mr.  Pentimonti.  That  is  correct.  The  use  of  the  existing  Coast 
Guard  regulations,  which  we  have  even  reviewed  with  the  Coast 
Guard  personnel,  have  shown  that  both  for  Sea-Land  and  for  APL, 
on  vessels  which  we  are  building  today,  if  we  were  to  use  the  exist- 
ing requirements  that  the  Coast  Guard  has  and  regulations,  that, 
in  fact,  it  would  cost  a  significant  amount  more,  up  to  $10  million, 
to  build  the  Sea-Land  vessels  that  are  currently  being  constructed 
in  Japan  today. 

Mr.  Pickett.  If  this  committee  is  going  to  be  able  to  deal  with 
this  issue  it  seems  that  we  are  going  to  need  to  think  more  about 
the  specifics  because  in  one  case  we  are  being  told  that  there  is  no 
problem  and  in  your  case  you  are  telling  us  that  indeed  there  is 
a  problem.  I  think  if  we  are  going  to  look  at  a  legislative  remedy 
we  need  the  specifics  of  why  there  is  a  problem  and  what  legisla- 
tive remedy  may  be  appropriate  to  deal  with  it. 

Vice  Admiral  Henn.  Sir,  I  think  maybe  I  can  bring  the  two  sides 
together. 

If  you  look  at  existing  regulations  as  they  are  now,  Coast  Guard 
regulations,  there  is  a  cost  difference.  As  I  pointed  out,  Secretary 
Pefia  will  say  in  a  news  release  today  that  he  has  had  the  Coast 
Guard  put  a  voluntary  regime  in  place  through  the  use  of  equiva- 
lencies that  are  already  in  Coast  Guard  regulations. 

So  if  you  take  Sea-Land's  approach  and  say  I  am  going  to  go  to 
this  and  look  at  only  the  written  regulations  and  not  take  advan- 
tage of  the  equivalency  issues  and  if  you  take  the  monkey-see', 
monkey-do  approach,  today,  yes,  you  can  come  up  with  a  $10  mil- 
lion difference. 

If  you  take  the  more  enlightened  approach  of  what  a  current 
American  shipyard  and  a  current  U.S.  operator  is  doing,  I  am  going 
to  use  these  permissible  legal  equivalents  to  their  fullest,  you  come 
up  with  a  delta  that  is  basically  nonexistent. 

Sea-Land,  APL  made  decisions,  a  year,  two  years  ago,  to  build 
foreign.  They  made  those  decisions.  They  did  not  exercise  the 
equivalences.  I  cannot  fix  that. 

However,  I  can  tell  you  there  is  not  a  $10  million  delta  per  ship. 
I  made  that  point  before.  I  made  it  clear,  if  we  can't  get  the  delta 
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down  to  $100,000  per  ship,  than  any  of  us  involved  in  this  whole 
operation  ought  to  be  fired. 

So  the  point  is  you  can  do  it  smart  or  you  can  do  it  not  so  smart. 
If  you  do  it  smart,  you  save  a  lot  of  money.  You  do  away  with  the 
delta.  You  do  it  not  so  smart,  you  end  up  costing  yourself  a  lot 
more  money,  obviously,  since  a  foreign  shipyard  is  not  going  to  say 
they  can  build  to  U.S.  requirements  without  increased  cost.  It  is 
not  in  their  best  interest.  It  just  creates  them  additional  headaches 
to  try  and  use  another  regime  when  they  can  stay  with  the  inter- 
national regime  that  is  basically  the  same  as  the  U.S.,  but  there 
are  some  outs,  and  they  use  those  outs  to  their  best  advantage. 

So,  this  is  the  whole  thing  that  Sea-Land,  APL,  Coast  Guard,  not 
just  those  three,  but  about  15  other  companies,  including  the  tank- 
er groups,  the  bulker  groups,  have  been  working  on  for  the  past 
year. 

And  again,  I  leave  you  with  the  thought,  you  can  do  it  smart  or 
not  so  smart.  Costs  you  if  you  do  it  not  so  smart. 

Mr.  Pickett.  What  about  the  cost  and  time  element  of  going 
through  this  process  of  finding  out  what  alternatives  are  available 
and  getting  the  necessary  approvals?  What  kind  of  costs  are  in- 
volved there? 

Vice  Admiral  Henn.  Sir,  if  we  went  back  as  much  as  two  years 
ago,  definitely  10  years  ago,  the  plan  review  process  for  a  new  large 
vessel  took  18  months  to  get  through — the  back  and  forth  transmit- 
tal of  plans,  letters,  and  plans  being  returned  for  revision.  We  have 
instituted  a  new  process  over  the  past  two  years.  It  is  called  the 
tiger  team  approach.  This  has  been  offered  to  Sea-Land,  and,  in 
fact,  Avondale  shipyard  is  using  it  and  in  a  matter  of  four  weeks 
of  work  we  can  have  the  plan  review  done. 

The  only  letter  exchanged  is  the  approval  letter.  That  process  is 
undergoing  right  now. 

What  are  the  costs?  I  can't  give  you  the  exact  figure,  but  cer- 
tainly there  is  a  large  increase  in  cost,  not  only  to  the  owners,  to 
the  shipyard,  but  for  the  Coast  Guard  of  having  something  ex- 
tended over  an  18-month  period.  You  bring  it  down  to  about  a 
month,  I  would  say  that  whatever  that  delta  is,  and  we  are  prob- 
ably talking  on  the  order  of  maybe  as  much  as  a  million  dollars. 
You  reduced  by  90  percent  or  more. 

That  is  a  new  process.  Again,  we  are  using  it.  But  these  deltas 
we  talked  about  of  $10  million  are  just  not  there,  sir. 

Mr.  Pentimonti.  Mr.  Pickett,  may  I  answer  that  question? 

As  someone  who  has  built  U.S. -flag  vessels  in  foreign  shipyards 
as  recently  as  in  the  late  1980's,  we  operated  under  these  equiva- 
lency tests  and  standards,  and  it  cost  us  well  over  $1  million  per 
ship  to  do  the  equivalency  tests  and  evaluation  of  equipment  and 
materials  to  show  that,  in  fact,  they  met  the  standards. 

In  addition  to  that,  even  as  we  stand  today  in  our  very  fruitful 
negotiations  with  the  Coast  Guard  to  eliminate  the  design  issues 
which  are  still  on  the  books  which  cannot  be  shown  to  be  equiva- 
lent, there  still  are  a  number  of  those  issues  in  the  regulations 
which  do  not  go  away. 

What  Admiral  Henn  said  is  correct.  That  by  getting  certain  waiv- 
ers from  the  Coast  Guard  on  certain  issues,  we  can,  in  fact,  con- 
sider to  eliminate  or  to  reduce,  rather,  that  $10  million  number. 
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But  I  still  submit  that  to  do  the  equivalencies  and  the  engineering 
necessary  and  to  accommodate  the  regulations  which  they  are  still 
not  willing  to  reduce,  there  is  a  substantial  difference  in  the  cost 
of  building  those  vessels. 

While  we  applaud  the  effort  to  make  the  process  more  simple,  we 
still  need  to  find  ways  to  take  the  vessels  which  we  are  building 
to  international  standards  which  meet  those  requirements  and 
bring  them  into  the  United  States.  If  they  are  allowed  to  operate 
in  this  country  as  meeting  those  international  requirements  and 
SOLAS  convention  requirements,  we  believe  strongly  that  that 
should  set  the  basis  upon  which  we  test  our  ability  to  build  and 
bring  ships  into  this  country. 

You  know,  operating  on  waivers  and  spending  the  money  to  do 
the  equivalencies  and,  as  I  say,  still  having  certain  regulations 
which  are  still  being  debated  as  to  whether  or  not  they  are  to  be 
reduced,  doesn't  get  us  to  a  level  playing  field. 

Mr.  Pickett.  I  think  I  have  used  up  my  time,  Mr.  Chairman.  I 
don't  want  to  overextend  here.  But  I  appreciate  very  much  your  re- 
marks. 

Mr.  Lancaster.  I  think  Mr.  Alario  wanted  to  comment. 

Mr.  Alario.  I  would  like  to  offer  an  invitation,  speaking  for  our 
industry.  We  represent  the  largest  number  of  U.S.  flag  ships  oper- 
ating internationally,  somewhere  in  the  range  of,  like  I  said,  over 
1,000  ships.  So,  while  our  ships  may  not  cost  $100  million  a  piece, 
offshore  supply  do  range,  between  $6  and  $8  million.  And  we  con- 
clude, as  it  is  sitting  right  now,  under  present  regulations,  it  would 
be  adding  a  cost  of  about  a  million  to  a  million  and  a  half  per  boat 
if  we  don't  do  something. 

I  have  a  happy  solution.  I  suggest  that  the  committee,  and  we 
and  the  Coast  Guard  can  do  something  about  that  problem,  with- 
out affecting  the  concerns  of  our  friends  in  the  other  industries. 

We  have  a  problem  now.  It  is  pressing  us,  because  we  have  a 
fleet  of  vessels  that  is  fast  approaching  obsolescence.  We  have  an 
average  life  expectancy  of  20  years  for  a  boat.  The  average  age  of 
our  fleet  is  15  years. 

We  are  now  on  the  threshold  of  having  to  replace  this  huge  fleet. 
We  want  to  do  it  in  the  U.S.  under  U.S. -flag.  We  have  submitted 
a  legislative  proposal  that  has  been  well  thought  out,  that  doesn't 
negatively  affect  anybody  else,  in  our  opinion,  that  solves  our  prob- 
lems, we  think,  along  with  the  Coast  Guard,  in  a  very  technical, 
minor  way. 

We  are  pressed.  We  have  a  July  iSth  date  coming  up  under  ITC 
and  under  the  STCW  very  soon.  We  are  going  to  London  with  Capt. 
McGowan  (USCG)  to  talk  about  the  ramification  to  the  people  side 
of  the  problem,  licensing. 

The  problem  is  not  simply  what  we  pay  to  build  our  boats.  It  also 
involves  the  people  who  run  them.  There  is  a  gap  that  is  going  to 
occur  if  we  don't  fix  the  problem  with  technical  adjustments.  That 
is,  people  who  have  been  operating  these  boats  for  us  for  15  years 
are  not  going  to  be  able  to  have  their  sea  service  time  counted  to- 
ward their  licenses  because  of  the  jump  in  the  tonnage  admeasure- 
ment system.  It  doesn't  make  any  sense,  and  we  all  agree  it  doesn't 
make  any  sense,  but  that  is  the  reality,  if  the  problem  is  not  ad- 
dressed. 
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But  we  can  fix  our  problem.  We  have  got  a  proposal  in,  and  we 
are  asking  for  your  help  to  get  it  solved. 

Thank  you,  sir. 

Mr.  Lancaster.  Thank  you. 

Mr.  Taylor. 

Mr.  Taylor.  Thank  you,  Mr.  Lancaster. 

A  couple  of  quick  questions,  Admiral  Henn. 

Mr.  Alario  mentioned  the  500  gross  ton  limit.  I  know  I  few  peo- 
ple in  the  offshore  supply  boat  industry.  They  have  also,  over  the 
years,  made  me  aware  of  what  they  think  is  a  lot  of  shenanigans 
that  has  to  take  place  in  order  to  fall  within  that,  that  in  many 
instances  it  creates  a  vessel  that  is  less  safe  than  if  you  had 
dropped  that  limit  and  just  allowed  them  to  build  the  vessel  the 
way  they  would  like  to  have  built  it  without  the  voids  and  what 
not. 

What  is  the  Coast  Guard  doing  to  address  that?  Especially  since 
Mr.  Alario  very  adequately  pointed  out  that  the  new  exploration 
seems  to  be  taking  place  hundreds  of  miles  offshore,  not  just  five 
and  ten  where  the  original  supply  boats  were  used. 

Vice  Admiral  Henn.  Sir,  we  support  the  International  Tonnage 
Convention,  and  I  would  have  to  say  that  these  methods  that  are 
used  to  reduce  the  tonnage,  that  was  certainly  something  worked 
out  between  the  Coast  Guard,  between  industry,  between  the  gov- 
ernment in  the  years  past  to  permit  that  particular  type  of  thing 
to  develop. 

I  have  no  excuses  for  what  we  did  in  the  past  either  for  industry 
or  the  Coast  Guard.  But  there  is  a  need  since  the  rest  of  the  world, 
including  the  United  States,  has  endorsed  the  new  modifications 
that  we  need  to  make  modifications.  The  crunch  has  come.  Now 
let's  get  on  and  make  the  changes. 

And  I  agree  with  you  100  percent.  In  making  the  changes  we  can 
come  up  with — I  won't  say  a  much  safer  vessel  but  a  safer  vessel 
were  we  not — to  use  your  words — playing  shenanigans  with  reduc- 
ing the  tonnage. 

Mr.  Taylor.  When  do  you  anticipate  that  taking  place? 

Vice  Admiral  Henn.  I  think  we  need  to  work  on  that  over  the 
next  year.  Mr.  Alario  has  pointed  out  that  they  have  drafted  some 
words,  but,  obviously,  this  has  to  be  a  joint  effort  between  the  sub- 
committee here  and  the  industry.  And  certainly  the  Coast  Guard 
would  be  very  supportive  in  participating  in  that,  sir. 

Mr.  Taylor.  So  you  don't  have  any  kind  of  a  deadline? 

Vice  Admiral  Henn.  Sir,  the  deadlines  are  there  internationally. 
We  are  faced  with  1994  being  the  big  year.  I  think  that  we  can  sit 
back  and  do  nothing  and  have  the  industry  faced  with  a  lot  of  prob- 
lems or  we,  I  think,  the  three  principals  involved:  the  industry, 
Congress,  and  the  administration,  can  move  us  quickly,  as  all  three 
of  us,  in  partnership,  want  to  move. 

Mr.  Taylor.  If  I  get  a  call  today  from  John  Laborde  at  Tidewater 
Marine  and  he  says  I  am  anticipating  buying  a  new  fleet  of  off- 
shore supply  vessels  and  I  am  curious  as  to  whether  there  will  be 
a  change  in  the  guidelines,  and  I  say,  yes,  and  he  says,  good. 
When?  This  is  how  you  and  I  talk,  but,  unfortunately,  it  is  not  how 
the  private  sector  talks.  What  should  I  tell  Mr.  Laborde? 


22 

Vice  Admiral  Henn.  Mr.  Laborde  is  represented  here  by  Mr. 
Alario.  It  is  how  quickly  the  Congress  and  the  Coast  Guard  and  the 
industry  choose  to  work  on  this.  We  have  the  luxury  to  set  the 
deadline.  How  quickly  do  we  want  to  move  on  this  issue?  We  are 
ready  to  move  on  it  now. 

Mr.  Alario.  Mr.  Taylor,  I  believe  that — to  take  some  of  the  pres- 
sure off  of  Admiral  Henn — we  have  been  working  at  the  middle 
management  and  the  higher  levels  at  the  Coast  Guard  and  here  in 
the  committee.  As  a  matter  of  fact,  we  had  meetings  here  as  re- 
cently as  yesterday  to  try  to  devise  the  language  that  we  think  will 
take  care  of  the  immediate  critical  points.  And  I  believe,  hope- 
fully— and  I  have  been  working  with  some  of  Mr.  Laborde's  people 
as  well  we  have  the  solution.  This  is  what  I  was  referring  to  ear- 
lier— that  we  have  been  working  with  Mr.  Adams  of  Mr.  Tauzin's 
staff 

I  am  here  actually,  also,  to  bring  you  up  to  speed,  and  a  couple 
of  other  people  who  need  to  look  at  a  finished  product,  which  I  now 
have.  I  didn't  want  to  talk  generally  with  you  before.  We  have  a 
specific  proposal  which  I  gave  to  the  Coast  Guard.  We  have  a  spe- 
cific proposal  into  the  committee.  I  believe  we  are  on  the  verge  of 
solving  the  majority  of  our  problems  with  reference  to  this  issue. 

Mr.  Taylor.  For  my  information,  will  there  continue  to  be  a  limit 
on  gross  tonnage? 

Mr.  Alario.  If  the  changes  that  we  are  proposing  are  approved 
in  the  final  draft  with  the  Coast  Guard,  which  I  anticipate,  because 
we  have  already  talked  and  agreed  verbally  on  most  of  the  points, 
and  if  we  can  agree  with  the  way  the  language  is  to  be  placed  into 
a  legislative  package  with  the  full  committee  and  the  subcommit- 
tee, I  believe  we  can  do  this  in  a  matter  of  weeks  or  months  rather 
than  a  year. 

So  it  is  a  matter  of  everybody  now  taking  a  look  at  the  specific 
proposal  we  have  and  judging  it  on  its  merit,  and  seeing  that  the 
discretion  is  there  to  solve  the  problem. 

Mr.  Taylor.  Again,  for  no  other  information  than  my  own,  would 
there  continue  to  be  some  element  on  gross  tonnage  or  is  that  no 
longer  necessary? 

Mr.  Alario.  It  would  not  be  necessary  any  longer.  We  would 
build  the  boat  under  the  unimpeded  ITC  tonnage  system,  and  the 
option  would  be  there  for  an  owner  to  do  what  he  wished  without 
compromising  safety. 

Mr.  Taylor.  Admiral,  there  was  a  question  in  the  staff  bulletin— 
and,  again,  I  would  have  to  agree  that  there  does  not  seem  to  be 
enough  reliance  on  the  American  Bureau  of  Shipping  by  the  Coast 
Guard.  I  would  think  that  if  your  money  is  tight,  and  obviously  it 
is,  that  they  are  the  ones  who  the  insurers  turn  around  and  ask, 
is  the  vessel  safe?  Should  I  insure  the  vessel? 

Why  not  a  greater  reliance  on  the  ABS? 

Vice  Admiral  Henn.  Let  me  answer  it  in  two  parts. 

First  of  all,  I  think  we  all  recall  the  1980's  where  every  classifica- 
tion society  in  the  world  was  busily  prostituting  themselves  profes- 
sionally because  the  economy  was  so  bad  and  vessels  were  being 
switched  from  one  class  to  the  another,  whoever  could  get  the  best 
deal,  dollar-wise. 
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I  think  that  we  have  seen  since  the  1980's  that  the  classification 
societies  reaHze  that  not  only  were  the  insurers  getting  fed  up  with 
that,  but  that,  in  general,  they  were  losing  a  lot  of  their  prestige. 
They  had  lost  a  good  bit  of  their  technical  capabilities,  and  they 
had  lost  a  good  bit  of  their  surveying  capabilities. 

The  International  Association  of  Classification  Societies  has 
made  a  determined  effort  over  the  past  few  years  to  correct  that. 
I  think  that  the  major  classification  societies,  such  as  the  American 
Bureau  of  Shipping,  Det  Norske  Veritas  and  others  have  made  an 
effort  to  correct  the  wrongs  of  the  past. 

I  have  to  tell  you,  sir,  that  other  flag  states  are  looking  to  do 
from  a  government  viewpoint  what  the  United  States  Coast  Guard 
is  doing.  They  recognize  classification  societies  have  a  very  impor- 
tant role.  Many  of  these  other  countries  have  abdicated  their  re- 
sponsibilities, their  governmental  responsibilities,  to  the  classifica- 
tion societies  and  have  found  themselves  behind  the  eight  ball. 

We  are  looking — and  have  during  the  maritime  regulatory  re- 
form— looked  to  do  increased  things  with  the  American  Bureau  of 
Shipping,  so  we  have  already  moved  there.  We  are  also  looking  to 
do  the  same — something  very  similar  with  the  Det  Norske  Veritas 
and  other  classification  societies  that  are  proving  themselves  to  be 
professionally  competent. 

So  your  point  is  well  taken.  There  is  an  international  part  of  that 
to  your  question  as  well  as  the  domestic  part. 

ABS  and  the  Coast  Guard  have  been  working  in  a  partnership 
for  over  15  years.  I  was  part  of  the  group  that  put  together  the 
third  party  delegation  to  the  American  Bureau  of  Shipping  back  in 
the  early  1980's.  Frankly,  as  I  pointed  out  in  the  history  about  the 
economy  and  the  downturn  and  the  problems  that  the  classification 
societies  had,  we  could  not  do  anything  further  in  the  1980's  be- 
cause of  the  problems  that  the  classification  societies  were  having. 

Certainly,  with  ABS  and  a  couple  of  others,  we  can  move  forward 
now.  Obviously,  we  have  moved  forward  smartly  with  ABS,  and  a 
regime  is  in  place  now  under  a  voluntary  regime  to  use  the  Amer- 
ican Bureau  of  Shipping  much  more  than  we  have  in  the  past. 

Mr.  Taylor.  For  the  last  question,  if  you  don't  mind,  Mr.  Chair- 
man. There  is  in  Congress  what  I  kind  of  jokingly  refer  to  as  the 
60  Minute  Syndrome  which,  for  fear  of  the  60  Minutes  camera 
walking  through  any  door  around  here,  that  we  go  to  such  ex- 
tremes not  to  have  the  perception  of  impropriety. 

I  know,  having  spent  a  little  time  in  your  outfit,  that  it  was 
called  Not  on  My  Watch  Syndrome.  And  even  on  the  small  boats 
I  remember  having  to  check  all  200  or  300  items  before  getting  un- 
derway on  a  32-foot  utility  boat. 

And  I  hear  talk  from  people  in  the  industry  how  that  has  grown 
to  make  us  less  competitive.  How  in  the  case  of  this  gentleman  it 
is  about  $10  million  between  a  domestic-built  boat  and  a  foreign- 
built  boat.  Between  Mr.  Alario,  how  they  feel  they  have  more  in- 
spections than  they  have  to.  And  I  don't  think  that  really  does  any 
of  us  any  favors. 

I  mean,  if  the  idea  is  make  them  safe  and  we  run  them  off,  we 
have  not  made  them  any  safer. 

And,  quite  honestly,  I  realize  that  a  lot  of  your  problem  comes 
from  us.  That  if  there  is  a  disaster  the  first  thing  that  happens  if 
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there  is  an  accident  is  that  this  committee  is  going  to  say,  Coast 
Guard,  why  did  you  let  this  happen?  It  is  a  tough  row  to  hoe. 

But  how  can  we  meet  a  Uttle  bit  close  to  the  middle  as  far  as 
these  regulations  so  that  we  are  not  taking  ourselves  out  of  the 
game?  Obviously,  one  way  of  doing  it  is  to  close  some  of  the  loop- 
holes and  allow  people  to  go  foreign  flag  and  still  enjoy  the  benefits 
of  our  market.  And  I  would  certainly  welcome  any  suggestions 
along  those  lines.  I  don't  think  we  need  to  solely  limit  ourselves  to 
lowering  our  standards. 

Are  you — in  your  conversations  with  Mr.  Alario  and  with  the 
steamship  industry,  are  you  looking  at  both  ends  of  that  equation? 

Vice  Admiral  Henn.  Absolutely.  With  the  Eighth  Coast  Guard 
District,  we  have  worked  closely  with  OMSA  as  far  as  streamlining 
the  inspection  program,  and  Mr.  Alario  just  pointed  out  that  again. 
Obviously,  there  is  a  need  to  do  that  and,  obviously,  we  have  done 
so. 

To  answer  your  question  specifically,  what  about  in  the  inter- 
national regime,  well,  over  the  past  five  years,  the  United  States, 
led  by  the  Coast  Guard  at  IMO,  has  put  a  regime  in  place  that 
never  existed  before,  and  you  couldn't  even  talk  about  it  10  years 
ago  because  you  would  not  get  any  support  internationally. 

But  other  flag  states  have  said — and  I  am  talking  now  primarily 
about  the  developed  countries — and  that  is  about  30  of  us,  any- 
way— they  are  saying  that  we  are  tired  of  flag  states  not  carrying 
out  their  responsibilities.  We  want  flag  states  to  do  enforcement, 
the  flag  state  enforcement  that  is  required  under  the  international 
treaties. 

Within  IMO  during  the  last  assembly  we  had  three  landmark 
resolutions  put  forward,  one  dealing  with  requirements  for  a  classi- 
fication society  to  act  on  behalf  of  a  flag  state.  No  longer  can  you 
be  a  substandard  class  society  acting  on  behalf  of  a  flag  state. 

We  have  also  come  forward  with  requirements  for  flag  states. 
What  are  their  minimum  requirements  that  they  must  do  to  meet 
international  treaties.  And  we  have  also  put  out  directives  on  what 
a  port  state  should  do.  So  we  are  coming  at  it  definitely  from  both 
ends. 

Domestically,  we  are  working  with  our  own  high-quality,  U.S.- 
flag  operators  to  bring  our  inspection  regime  in  line  with  the  inter- 
national regime. 

And,  internationally,  we  are  making  those  flag  states  who  turn 
their  head  to  the  requirements,  international  requirements,  stand 
up  to  their  responsibilities.  And  those  who  don't,  we  turn  the  spot- 
light on  them. 

To  give  you  an  example,  so  far  this  year  there  have  been  107 
interventions  by  the  Coast  Guard  under  the  Safety  of  Life  at  Sea 
Convention  on  foreign-flag  vessels  coming  to  this  port,  owners 
where  the  flag  states  didn't  carry  out  their  responsibilities.  Ninety- 
three  of  those  were  freight  vessels,  cargo  vessels,  container  ships; 
13  were  tankers;  and  one  was  a  passenger  vessel — all  flying  foreign 
flags. 

The  world  is  on  notice  not  just  from  the  United  States  but  from 
a  number  of  other  countries  saying  it  ain't  gonna  be  like  that  any- 
more. You  are  going  to  carry  out  your  responsibilities,  and  if  you 
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don't  carry  them  out  you  are  going  to  pay  the  penalty  for  not  doing 

Mr.  Taylor.  Has  the  Coast  Guard  ever  taken  the  step  of  revok- 
ing this  certification,  as  far  as  we  are  concerned,  of  any  nation?  I 
am  searching  for  the  words.  But  have  you  ever  said,  country  X,  you 
are  running  a  sham  operation.  You  are  taking  the  money,  and  you 
can't  have  the  certificate  without  the  inspection,  and  we  are  going 
to  across  the  board  cancel  your  certification  as  far  as  coming  into 
this  country? 

Vice  Admiral  Henn.  No,  we  have  not  done  that,  and  that  is  not 
under  the  international  regime.  What  we  have  done — and  we  sub- 
mitted this  report  to  Congress  through  the  Department  of  Trans- 
portation just  in  the  last  month  or  so — we  have  put  together  a  re- 
gime that  identifies  owners  who  operate  substandard  vessels  and 
class  societies  who  classify  substandard  vessels  and  flag  states  who 
flag  substandard  vessels. 

And  we  have  a  regime  where,  depending  on  whether  you  are  a 
substandard  owner,  class  society  or  flag  state,  your  vessel  is  tar- 
geted when  it  comes  into  any  United  States  port  for  a  rigorous  in- 
spection starting  from  you  can  come  in,  but  you  can't  do  cargo  oper- 
ations until  you  are  inspected,  all  the  way  up  to  you  can't  come  in 
until  you  are  inspected  at  sea  by  the  Coast  Guard. 

Indeed,  Congress — this  subcommittee,  was  instrumental  in  say- 
ing we  looked  at  the  Coast  Guard's  ad  hoc  program  which  it  has 
been  doing  for  20  years.  We  want  you  to  formalize  tnat.  And  we 
have  formalized  it. 

So,  to  answer  your  question,  no,  we  don't  say  country  X,  you  can't 
send  any  of  your  ships  here.  But  we  have  said — and  we  identified 
15  countries — if  you  have  a  ship  that  is  flying  your  flag  and  it 
comes  into  one  of  our  ports  we  are  going  to  be  marking  you  for  ad- 
ditional Coast  Guard  inspections.  So  we  are  coming  at  it  from  that 
direction. 

Mr.  Lancaster.  Mr.  Barlow. 

Mr.  Barlow.  No  questions. 

Mr.  Lancaster.  Mr.  Hughes. 

Mr.  Hughes.  Thank  you,  Mr.  Chairman. 

And,  Admiral  Henn,  let  me  join  with  my  colleagues  in  offering 
my  congratulations  on  your  promotion  to  Vice  Commandant.  And 
we  wish  you  very  well  in  your  career. 

I  am  just  curious,  what  do  you  do  when  you  find  that  they  do 
not  pass  inspection?  Just  as  a  follow-up,  what  are  your  remedies? 

Vice  Admiral  Henn.  First  of  all,  if  it  is  a  Safety  of  Life  at  Sea 
violation,  we  detain  the  vessel.  Now,  if  it  is  at  sea,  if  we  board  it 
at  sea  because  it  has  been  targeted  as  a  bad  boy,  we  just  issue  an 
order,  you  shall  not  come  into  our  port.  We  don't  care  where  you 
go,  but  you  are  not  coming  into  a  United  States  port. 

If  it  is  one  that  we  have  let  come  in  and  we  find  that  there  are 
violations  of  SOLAS,  we  can  do  one  of  two  things.  We  can  issue  a 
Captain  of  the  Port  detention,  which  means  if  these  are  minor  vio- 
lations correct  them  before  you  leave  our  port. 

If  it  is  a  major  violation  such  as  lifeboats  or  the  fire  main  system, 
or  a  major  violation  such  as  the  steering  system,  we  hold  the  vessel 
at  the  dock  and  will  not  let  them  do  cargo  operations  until  correc- 
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tions  are  made  or  we  will  not  let  them  leave  the  dock  until  correc- 
tions are  made. 

We  notify  the  International  Maritime  Organization  that  an  inter- 
vention has  been  issued,  and  that  is  published  on  an  annual  basis 
for  the  entire  world.  We  notify  our  State  Department,  which  goes 
to  the  foreign  country  who  say,  hey,  one  of  your  flag  vessels  was 
intervened.  And  we  also  go  to  the  classification  society,  notify  them 
that  the  vessel  was  intervened  on,  whether  it  is  a  foreign  or  U.S. 
classification  society,  to  present  themselves  at  the  vessel  and  to  en- 
sure that  the  repairs  are  made. 

And,  obviously,  the  penalty  that  is  paid  runs  the  full  gamut  from 
being  issued  a  civil  penalty  as  a  follow-up  action  and  then,  of 
course,  just  the  lost  time  and  the  cost  of  the  vessel  laying  alongside 
of  the  pier  for  whatever  period. 

Mr.  Hughes.  So  you  have  any  number  of  remedies.  You  have  a 
great  deal  of  flexibility. 

Vice  Admiral  Henn.  Yes,  sir,  and  we  apply  them  across  the 
board. 

Mr.  Hughes.  I  gather  that  the  Coast  Guard  regulatory  reform 
group  has  been  well  received.  I  noted  the  statement  that  was  sub- 
mitted by  Mr.  Stocker  that  he  refers  to  that.  And  I  gather  there 
is  a  general  feeling  that  we  are  moving  in  the  right  direction.  The 
Coast  Guard  is  attempting  to  address  the  myriad  of  problems  we 
have  had  over  the  years  with  standards.  There  is  some  effort  to  ac- 
cept foreign  equipment,  for  instance,  that  meets  standards. 

But  I  noted  in  the  statement  by  Mr.  Nichols  that  one  of  the  prob- 
lems that  has  developed  and  apparently  appears  to  present  some 
concern  is  that,  in  the  past,  because  of  the  ex  parte  rules,  when  we 
reach  that  stage  of  the  process  where  the  Coast  Guard  has  opened 
it  up  for  comment  and  there  has  been  public  comment  that  there 
is  not  that  give  and  take  consultation  that  is  important,  and  that 
there  should  be  more  of  that  consultation  buffering  the  formal  rule- 
making process.  Is  that  a  legitimate  criticism.  Admiral? 

Vice  Admiral  Henn.  It  is  legitimate  criticism.  I  think  that  we  can 
say  that  it  has  been  legitimate  up  until  the  past  year  or  two. 

Frankly,  due  to  some  of  the  changes  within  our  department,  and 
to  some  changes  within  our  Coast  Guard  from  our  legal  counsels, 
we  have  been  provided  more  flexibility. 

And  one  of  the  things  that  this  Secretary  and  his  staff  have 
made  it  clear  to  us  in  the  Coast  Guard,  do  a  lot  more  of  hearings 
before  you  go  into  rulemaking.  Do — get  advice  and  input  before  you 
go  into  the  rulemaking  process,  because  your  hands  are  not  tied  At 
that  point. 

Mr.  Hughes.  Well,  it  is  very  difficult  to  deal  with  the  ex  parte 
rules  and  have  that  kind  of  give  and  take.  It  is  much  more  struc- 
tured and  much  more  limited  and  a  less  satisfactory  way  of  trying 
to  address  concerns.  You  miss  something. 

Vice  Admiral  Henn.  Absolutely,  and  that  is  why  we  want  to  do 
more  homework  up  front  and  once  we  go  into  rulemaking  we  want 
to  see  that  97  percent  of  the  issues  have  been  resolved.  And  that 
once  you  get  into  an  ex  parte  situation  that  you  are  dealing  with 
dotting  I's  and  crossing  Ts,  not  major  issues  that  in  any  way  im- 
pede industry  and  shipbuilding. 

Mr.  Hughes.  Any  other  panelists  want  to  comment  on  that?  OK. 
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Let  me  ask  you,  are  your  rules,  the  Coast  Guard  rules,  flexible 
enough  to  accommodate  the  changes  in  technology  and  materials 
that  we  use  in  vessels  today? 

Vice  Admiral  Henn.  Absolutely.  The  equivalency  provisions  are 
there. 

I  have  to  tell  you  that,  having  worked  this  since  I  was  a  lieuten- 
ant commander,  over  the  past  25  years  since  then,  that  the  Coast 
Guard's  approach  to  how  far  we  go  with  equivalencies  has  changed 
markedly. 

Today  we  do  things  with  equivalencies  that  when  I  was  a  lieu- 
tenant commander  that  we  in  the  Coast  Guard  would  have  thought 
was  heresy.  It  reflects  the  changing  world,  not  only  here  at  home 
but  abroad.  It  reflects  the  changes  made  in  the  International  Mari- 
time Organization. 

And  before  I  stop  this  answer  I  would  have  to  point  out,  too,  that 
it  is  folks  like  APL  and  Sea-Land  and  many  of  the  tanker  owners — 
whether  it  be  Liberty,  some  of  the  others,  our  U.S.  shipbuilders,  in- 
dustry groups  such  as  OMSA — who  have  really  worked  with  us  and 
taken  us  to  the  point  where  it  is  much  easier  to  work  with  equiva- 
lencies. 

I  think  we  are  back  to  a  stage  where  a  handshake — ^you  can 
make  a  decision  based  upon  a  handshake.  All  you  have  to  do  is  en- 
sure that  when  you  give  that  handshake  that  what  you  are  agree- 
ing on  is  legal,  ethical  and  fair.  But  anything  that  is  legal,  ethical 
and  fair,  we  will  do  it  in  a  heartbeat,  sir. 

Mr.  Hughes.  Mr.  Nichols. 

Mr.  Alario.  I  am  sorry,  I  am  Bob  Alario. 

Mr.  Hughes.  I  am  sorry. 

Mr.  Alario.  That  is  OK. 

I  agree  with  the  Admiral  with  the  exception  that  there  are  some 
things,  as  in  our  case,  in  this  instance,  that  must  be  addressed 
with  a  statutory  adjustment,  a  technical  correction  by  virtue  of  a 
reference,  what  have  you. 

This  is  true  in  this  case.  Even  in  the  statutory  language  that  we 
are  proposing,  we  reiterate  that  in  prescribing  regulations  for  off- 
shore supply  vessels  or  the  class  of  vessel  that  we  are  now  propos- 
ing to  establish  under  the  international  tonnage  standards,  the 
Secretary  shall  consider  the  characteristics,  the  nature  of  service, 
et  cetera,  giving  the  Coast  Guard  regulatory  discretion  to  take  into 
account  certain  technological  differences.  Nevertheless,  there  are 
still  technical  statutory  adjustments  that  have  to  be  made. 

Not  all  of  the  problems  that  we  are  having  are  with  respect  to 
design  or  construction.  Some  of  the  problems  that  we  are  dealing 
with,  in  terms  of  our  own  issue  with  the  Coast  Guard  and  this  com- 
mittee, has  to  do  with  the  people,  the  crews  and  the  licenses  for 
those  crews. 

The  change  that  we  are  facing  in  July  is  going  to  have  an  impact 
beyond  the  design  and  construction  of  these  ships.  It  has  an  impact 
with  respect  to  which  people,  with  which  license,  will  be  allowed 
to  run  the  ships.  And  there  is  no  way  to  get  from  A  to  B  under 
the  existing  law  without  a  minor  change  in  favor  of  the  Coast 
Guard,  which  we  have  proposed,  to  give  them  the  expanded  author- 
ity to  accommodate  that. 
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So  with  respect  to  that  minor  correction,  some  statutory  change 
is  required.  They  have  broad  regulatory  discretion  to  deal  with  cer- 
tain technological  issues,  but  not  all  cab  be  done  without  the  statu- 
tory authority. 

Mr.  Hughes.  That  is  part  of  our  problem  in  giving  them  ex- 
panded jurisdiction  without  the  money  to  carry  those  functions  out. 

I  noted  in  Mr.  Nichols'  statement.  Admiral,  that  there  is  com- 
plaint about  the  certificates  of  inspection  that  were  pulled  without 
explanation  after  the  El  Toro,  the  second  tragedy.  There  are  some 
people  saying  that  there  is  a  bias  against  wooden  hulls.  Any  sub- 
stance to  that? 

Vice  Admiral  Henn.  Well,  I  don't  think  there  is  any  bias  in  the 
Coast  Guard  against  wooden  hulls.  And,  as  soon  as  I  say  that,  I 
have  got  to  talk  out  of  the  other  side  of  my  mouth  and  say  that 
we  have  had  a  regime  in  place  for  about  20  years  that  looked  at 
the  age  of  a  wooden  vessel  and  said,  as  the  vessel  got  older,  the 
degree  of  inspection  increased.  So  that  has  been  there. 

When  the  El  Toro  II  occurred,  we  said,  wait  a  minute.  Is  our  re- 
gime that  we  have  had  in  place  and  we  have  been  very  comfortable 
with  for  20  years,  have  we  gone  outside  the  envelope?  Have  our  in- 
spectors become  less  careful  in  their  inspections?  Is  there  some- 
thing that  we  are  missing?  Has  the  age  of  the  vessels  when  they 
go  from  30  years  to  40  years — is  there  a  real  problem  there  and  do 
we  need  to  focus  on  that? 

So  we  went  out  over  about  a  six-month  period  of  inspecting  every 
wooden  vessel.  Obviously,  there  were  some  sister  vessels  to  the  El 
Toro  II  which  we  pulled  the  certificates  on,  because,  well,  we 
should  have  pulled  the  certificates  on  those.  There  were  some  other 
instances  where  certificates  were  pulled  that  didn't  need  to  be 
pulled. 

But  I  have  to  tell  you  it  was  in  the  spirit  of  focusing  on  a  prob- 
lem where  we  thought  that  we  had  gone  outside  the  envelope.  I  am 
happy  to  report  that,  except  in  a  few  cases,  we  found  that  we  are 
not  outside  the  envelope.  We  strengthened  the  guidance  to  our 
field.  We  have  increased  our  training.  We  needed  to  do  a  bit  of 
that,  but  no,  there  is  no  vendetta  against  the  owners  of  wooden 
hulled  fishing  vessels,  party  vessels,  whatever.  It  was  merely  an  ef- 
fort to  respond  to  what  we  saw  as  a  critical  safety  issue. 

Mr.  Hughes.  Mr.  Chairman,  I  don't  have  any  further  questions. 

I  just  want  to  say  that  I  would  not  want  to  sacrifice  safety  for 
our  sailors.  After  all,  that  is  the  reason  why  we  are  all  interested 
in  safety.  ' 

But  I  think  that  the  direction  that  we  are  going  in  attempting 
to  look  at  international  standards  and  determining  whether  or  not 
we  are  providing  additional  burdens  on  our  yards  is  a  legitimate 
concern. 

When  countries  like  Finland,  which  has  a  higher  wage  than  we 
do  in  this  country,  can  build  unsubsidized  ships,  that  persuades  me 
with  our  tremendous  ability,  our  work  ethic,  that  we,  too,  can  com- 
pete and  need  to  do  so. 

And  as  we  replace  small  passenger  vessel  ships  which  are  near- 
ing  the  time  that  they  have  to  be  retired  there  is  no  reason  in  the 
world  why  we  shouldn't  be  building  those  ships  in  our  yards  and 
be  competitive. 
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And  we  do  have  to  look  at  a  whole  host  of  things.  Our  stand- 
ards—we want  to  be  safe,  but  we  don't  want  to  be  overly  burden- 
some. We  want  to  be  competitive.  We  need  to  look  at  our  manning 
requirements  such  as  has  been  suggested  here  today.  And  if  we 
want  to  compete — and  we  should  compete. 

The  fact  that  in  Helsinki  they  are  building  six  cruise  ships  for 
the  Carnival  line  that  will  service  our  population  is  shameful  on 
us.  There  is  no  reason  why  we  can't  be  competitive. 

Thank  you.  Thank  you  Mr.  Chairman. 

Mr.  Lancaster.  Thank  you,  Mr.  Hughes. 

My  colleagues  have  done  such  a  good  job  of  covering  the  ques- 
tions that  I  have  very  little  to  ask. 

But  I  am  curious  with  regard  to  this  question  with  regard  to  new 
technologies  and  materials,  whether  or  not  there  are  expenses  to 
using  the  equivalencies  that  continue  to  be  an  impediment  to  using 
this  flexibility  that  you  have  testified  to,  Admiral  Henn. 

I  don't  believe  now  which  of  the  witnesses  talked  about  the  prob- 
lems of  equivalencies — it  may  have  been  Mr.  Pentimonti — but  are 
there  expenses  and  impediments  to  using  equivalencies  that 
present  problems  in  this  flexibility  that  you  indicate.  Admiral 
Henn,  is  available?  And  if  any  member  of  the  panel  would  like  to 
respond  to  that,  that  would  be  appreciated. 

Vice  Admiral  Henn.  I  would  be  glad  to  take  the  lead  on  it,  sir. 

I  think  there  are  two  issues.  There  is  the  innovative  vessels,  the 
smaller  vessels  which  we  are  building  with  fiberglass.  We  are  using 
new  materials  and  composites.  Certainly,  within  the  industry  and 
in  the  Coast  Guard  we  have  the  ability  to  approve  those  new  mate- 
rials not  even  going  to  equivalencies. 

We  have  the  depth  of  experience  within  the  Coast  Guard.  We 
have  the  regime  that  has  been  in  place  for  decades  as  far  as  using 
consensus  standards,  and  we  have  hundreds  of  consensus  stand- 
ards that  we  use,  industry  consensus  standards  on  material. 

And,  in  addition  to  that,  we  participate  with  the  American  Soci- 
ety of  Testing  and  Materials,  as  well  as  the  International  Stand- 
ards Organization,  in  acceptance  of  marine  materials.  So  that  is 
not  a  problem.  We  have  done  that  for  years. 

In  the  case  of  what  Sea-Land  had  pointed  out,  again,  when  you 
use  equivalencies  it  depends  how  you  go  at  it.  If  you  get  a  hired 
gun  to  do  your  equivalencies  for  you,  it  depends  on  how  smart  a 
hired  gun  you  pick  and  whether  the  person  has  the  background 
and  the  knowledge  to  work  the  equivalency  through  quickly  or 
whether  it  is  someone  who  has  to  then  subcontract  out  and  spend 
a  good  bit  of  time  and  gives  you  a  sizable  bill  after  the  fact  to  es- 
tablish equivalency. 

Most  of  us,  myself  and  my  staff,  when  we  are  talking  material 
equivalency  such  as  Sea-Land  pointed  out,  we  have  done  those  over 
lunch  while  we  are  eating  our  sandwich  at  our  desk  and  estab- 
lished material  equivalency.  It  is  really  how  you  go  at  it.  You  can 
go  at  it  smartly  or  not  so  smartly.  If  you  go  at  it  smartly,  you  can 
save  a  lot  of  money.  If  you  choose  not  to  do  that,  you  can  spend 
a  lot  of  money  spinning  your  wheels  establishing  an  equivalency 
and  putting  a  lot  more  effort  into  it  than  is  needed,  sir. 

Mr.  Lancaster.  Mr.  Pentimonti,  did  you  want  to  respond  to 
that? 
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Mr.  Pentimonti.  Yes,  sir.  As  I  mentioned,  we  have  gone  through 
this  process,  and  we  would  hke  to  think  we  went  through  it  smart- 
ly at  American  President  Lines  in  building  some  large  container 
ships  in  Germany.  And  it  did  cost  us  nearly  a  million  dollars  a  ship 
to  show  equivalency  for  certain  materials  and  other  design  changes 
to  the  standard  requirements. 

But  what  Admiral  Henn  says  is  correct.  And  we  are  looking  at 
the  ability  to,  on  a  much  broader  scope,  allow  for  the  use  of  mate- 
rials and  equipment  that  are  manufactured  in  other  countries  in 
our  design  and  building  of  our  ships  on  the  basis  that  they  are  ap- 
proved through  a  smart  process  using  the  classification  societies 
which  they  approve  and  using  support  from  countries  which  are  ac- 
ceptable to  the  Coast  Guard. 

So  I  think  under  a  smart  and  newly  conceived  processes  we  can 
get  to  the  point  where  using  an  equivalent  regime  can  be  done  in, 
you  know,  in  a  speedy  and  cost-free  environment.  But  that  which 
we  have  been  operating  in  in  the  past  has  not  been  cost  free  nor 
efficient. 

Mr.  Lancaster.  Does  anyone  else  wish  to  comment  on  that? 

Mr.  Nichols.  Yes,  I  do,  Mr.  Chairman.  In  the  small  passenger 
vessel  area,  the  equivalent  area  of  safety  has  worked  quite  well. 
And  we  found  that  there  is,  in  recent  years,  a  great  deal  of  common 
sense,  logic  and  reasoning  that  is  used  in  making  those  determina- 
tions. So  whereas  in  past  years  we  found  it  very  difficult  to  accom- 
plish that,  the  environment  is  very  good  for  it  now. 

Mr.  Lancaster.  Admiral  Henn,  you  have  alluded  to  this,  and 
others  perhaps  as  well,  that  the  Secretary  today  will  be  making  an 
announcement  which  I  assume  will  set  forth  the  progress  that  has 
been  made  in  regulatory  reform. 

First  of  all,  I  would  like  to  read  in  the  record  at  this  point  his 
statement  made  at  that  news  conference  because  I  think  it  would 
be  important  to  the  record  that  is  developed  here  for  this  hearing. 

But,  apparently,  from  comments  made  by  others  on  the  panel 
and  perhaps  you  even  as  well,  this  is  not  a  completion  of  the  proc- 
ess but  is  simply  a  report  on  progress.  I  wonder  if  there  are  addi- 
tional regulatory  reform  initiatives  that  will  be  pursued  and,  if  so, 
when  they  might  be  completed. 

And,  secondly,  you  have  indicated  that,  while  most  of  this  can  be 
implemented  without  statutory  changes,  that  it  would  be  nice  to 
have  those  changes  codified  in  statute  and  that  perhaps  some  yet 
to  be  made  will  require  statutory  change  even  to  be  implemented. 
I  wonder  if  you  could  give  us  some  sort  of  time  line  on  when  the 
regulatory  reform  process  will  be  completed  and  when  we  might 
have  the  statutory  language  for  consideration  before  the  committee. 

Vice  Admiral  Henn.  Sir,  I  see  no  impediment  to  completing  it 
within  the  next  year.  In  fact,  in  the  news  release  that  Secretary 
Pena  will  release  today,  he  indicates  there  are  three  regulatory 
areas  and  at  least  one  legislative  proposal  that  is  needed. 

But,  again,  sir,  we  are  so  far  down  the  pike  on  this  that  we  are 
not  beating  the  bushes  looking  for  how  to  put  it  all  together.  I 
think  it  is  a  matter  of  we  and  our  industry  colleagues  getting  to- 
gether with  the  staff  to  work  out  any  of  the  legislative  proposals. 

The  regulatory  projects — we  have  already  in  our  working  group 
with  the  APL  and  Sea-Land  have  been  a  part  of  We  have  identi- 
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fied  those  things,  the  ones  that  we  need  to  knock  out,  just  do  away 
with  the  ones  that  we  need  to  provide  some  flexibility  on,  and 
things  Hke  that. 

The  other  point  that  I  would  make,  sir,  is  that  although  we  are 
looking  for  a  year  to  put  the  yellow  ribbon  on  the  entire  package 
that,  as  of  today,  from  a  voluntary  standpoint — a  voluntary  regime 
that  is  now  in  place — that  the  Department  and  the  Coast  Guard 
have  provided  for,  that  we  are  90  percent  of  the  way  there  today. 

Mr.  Lancaster.  I  wonder  if  any  member  of  the  panel  would  like 
to  comment  on  the  level  of  progress  and  on  the  speed  with  which 
this  initiative  is  taking  place.  I,  for  one,  find  a  year  to  be  an  awful 
long  time  if  we  are  going  to  regain  the  kind  of  competitiveness  that 
we  need  to  continue  the  flagging  of  these  important  vessels  in  this 
country. 

Are  we  making  progress  at  a  sufficient  speed  to  satisfy  those  of 
you  who  are  concerned  about  regulatory  reform?  And  are  we,  in 
fact,  going  to  continue  to  see  an  erosion  of  flagging  that  could  be 
addressed  if  we  moved  out  more  quickly  on  this  process? 

Mr.  Alario? 

Mr.  Alario.  Mr.  Chairman,  speaking  for  my  industry  alone,  I 
can  say  that  we  haven't  a  year  to  wait.  We  can't  afford  to  wait  a 
year,  nor  can  our  shipyards  afford  to  wait,  because  we  are  at  a  crit- 
ical juncture.  At  this  point  in  the  design  process,  the  placement  of 
orders  for  the  attrition  replacement  that  we  suggested  earlier  can't 
wait  a  year.  We  would  be  left  behind  the  curve. 

Two  things  could  happen  to  our  industry  at  this  point.  One  is 
further  disintegration  of  our  technological  edge  that  we  have  had 
traditionally,  which  is  eroding.  And  the  other  is  a  resurgence  of  our 
edge,  by  allowing  us  to  move  ahead  and  bringing  about  consensus, 
as  quickly  as  we  can,  through  this  committee  action  so  that  we  are 
not  prevented  from  jumping  this  wall  of  obstacles  that  is  going  to 
be  arbitrarily  created  on  July  18th,  potentially. 

It  doesn't  have  to  be  and  it  is  not  as  complicated  for  us,  perhaps, 
as  some  of  the  others.  As  a  result,  we  are  saying,  for  the  record, 
we  can't  wait  a  year.  We  are  hopeful,  and  I  believe  confident  to 
some  extent,  that  what  we  are  doing  together  with  the  Coast 
Guard  and  this  committee  will  give  us  the  result  that  we  seek  to 
begin  the  solution  process,  and  at  least  not  to  have  had  the  door 
slammed  in  our  face. 

There  will  be  adjustments,  perhaps.  That  will  have  to  be  done 
later,  but  the  groundwork  will  have  been  laid,  and  the  door  will  be 
opened.  We  will  be  headed  in  the  right  direction  for  the  U.S. -flag 
and  U.S. -built  fleet,  operating  in  this  country,  and  we  will  be  oper- 
ating, as  well,  with  our  flag  overseas. 

Mr.  Pentimonti.  Mr.  Chairman,  we  also  in  the  liner  industry 
cannot  wait  a  year.  We  are  building  ships  today.  Between  Sea- 
Land  and  American  President  Lines  we  have  13  ships  under  con- 
struction in  foreign  yards.  If  they  are  to  play  in  this  administra- 
tion's liner  maritime  reform  program,  they  need  to  be  addressed, 
and  we  need  to  have  solutions  now. 

We  have  been  working  over  two  years,  as  I  have  indicated  in  my 
testimony,  for  a  maritime  reform  package  that  addresses  these 
Coast  Guard  regulations.  And,  as  Admiral  Henn  said,  if  we  are  a 
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year  away,  we  can't  wait  for  those  regulatory  changes  to  happen 
in  that  timeframe. 

We  are  going  to  need  a  combination  of  some  legislation  that  we 
ask  all  of  you  to  help  us  with  to  make  sure  that  we  can  address 
this  year  during  this  Congress  those  issues  which  allow  us  to  bring 
those  vessels  in  as  we  have  indicated  in  our  testimony.  So  we, 
clearly,  don't  have  the  time. 

We  are  making  progress.  I  would  like  to  reemphasize  what  I  did 
say  in  my  testimony  that  we  are,  you  know,  going  significantly  over 
hurdles  that  we  had  in  front  of  us.  But  if  it  is  going  to  take  a  year 
to  get  the  remainder  of  those  hurdles  down,  we  definitely  need 
some  legislative  help  to  make  that  happen.  Thank  you. 

Mr.  Lancaster.  Any  further  comment? 

If  not,  I  would  simply  say  to  the  Coast  Guard  and  industry  wit- 
nesses that  I  believe  the  consensus  on  this  subcommittee  and  on 
the  full  committee  is  that  a  year  is  too  long.  That  we  simply  need 
to  move  more  quickly  to  protect  what  I  think  is  important  to  this 
country,  and  that  is  an  American  flag  fleet  that  has  been  and 
should  be  the  pride  of  this  Nation.  And  it  concerns  all  of  us  to  see 
a  dramatic  erosion  in  the  presence  of  American  flags  on  vessels  of 
various  kinds,  both  for  moving  cargo  and  passengers. 

And  I  believe  that  I  speak  for  all  of  my  colleagues  in  urging,  first 
of  all,  the  industry  cooperate  fully  with  the  reform  process  but  that 
the  Coast  Guard  move  much  more  quickly  than  you  have  laid  out 
for  us.  Admiral.  We,  of  course  have  very  few  legislative  days  re- 
maining in  the  session,  so  if  action — legislative  action  is  going  to 
be  required  between  now  and  early  October,  we  must  move  very 
quickly. 

There  is,  of  course,  a  possibility  that  we  could  move  early  in  next 
session  in  January  or  February  to  take  care  of  matters  which  have 
been  resolved  over  the  fall  and  winter  months.  But  the  important 
thing  is  that  we  not  wait  a  year.  We  simply  cannot  afford  the  con- 
tinued erosion  in  American  flag  vessels.  And  I  hope  that  we  will 
also  work  cooperatively  both  at  the  administrative,  industry  and  at 
the  congressional  level  to  see  that  that  happens. 

Does  either  of  the  counsel  have  questions  that  you  wish  to  ask 
at  this  point  or  will  they  be  submitted  for  the  record?  There  may 
very  well  be  questions  submitted  for  the  record,  the  answers  to 
which  will  appear  at  this  point  in  the  record. 

Mr.  Lancaster.  I  thank  each  of  you  for  your  participation  this 
morning,  and  the  meeting  is  adjourned. 

[Whereupon,  at  11:54  a.m.,  the  Subcommittee  was  adjourneii; 
and  the  following  was  submitted  for  the  record:] 
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Thank  you,  Mr.  Chairman.   It  has  been  a  year  since  we  last 
met  to  discuss  vessel  construction  standards.   At  that  time,  I 
summarized  the  Coast  Guard's  role  in  the  enforcement  of  foreign 
and  domestic  vessel  construction  standards  and  the  impact  they 
have  on  our  maritime  industry.   I  mentioned  several  initiatives 
that  were  underway  with  industry  as  well  as  some  issues  which  the 
Coast  Guard  was  addressing  internationally  as  the  U.S. 
representative  to  the  International  Maritime  Organization  ( IMG ) . 
Much  progress  has  been  made  on  all  fronts  this  past  year,  both 
internationally  and  domestically,  and  I  welcome  this  opportunity 
to  provide  you  an  update.   Before  updating  you  on  specific  issues 
from  last  year,  allow  me  to  brief  you  on  our  Maritime  Regulatory 
Reform  efforts. 

MARITIME  REGULATORY  REFORM 

Compliance  Options 

Maritime  Regulatory  Reform  (MRR)  is  that  portion  of  the  Maritime 
Industry  revltalization  program  that  focuses  on  regulatory 
requirements  for  U.S.  flag  vessels.   The  goal  is  to  level  the 
playing  field  internationally  to  afford  U.S.  ship  owners  and 


builders  greater  freedom  to  access  global  ship  construction 
markets  without  reducing  the  level  of  safety.   The  Coast  Guard  is 
sensitive  to  the  need  to  eliminate  redundancies  that  industry 
experiences  with  regard  to  new  construction  plan  approval  and 
inspection  activities.   Working  with  the  marine  industry,  the 
Coast  Guard  has  developed  a  number  of  regulatory  compliance 
options  for  demonstrating  equivalence  to  the  Code  of  Federal 
Regulations  (CFR).   One  initiative,  with  the  American  Bureau  of 
Shipping  (ABS),  will  create  "one  stop"  shopping  through  which 
owners,  builders,  and  designers  can  show  compliance  with  U.S. 
regulatory  requirements.   The  program  goal  is  to  make  the  Coast 
Guard  regulatory  plan  review  and  inspection  program  less 
burdensome,  and  more  efficient  for  the  U.S.  marine  industry 
through  broader  acceptance  of  industry  and  classification  society 
standards,  and  a  reduction  of  inspection  and  survey  redundancies. 
Initially,  the  vessels  eligible  for  this  program  will  be  deep 
draft  tank  ships,  passenger  ships,  and  cargo  ships  that  are 
classed  by  ABS.   Owners  of  vessels  that  elect  to  use  this 
alternative  compliance  option  will  have  plan  review  and 
surveys/tests  done  by  ABS,  using  the  Safety  of  Life  at  Sea 
Convention  (SOLAS),  the  ABS  Rules  for  Class  and  a  U.S.  Supplement 
to  ABS  rules  for  guidance.   The  Coast  Guard  will  conduct  an 
inspection  for  certification,  concentrating  on  verification  of 
compliance  with  the  above  requirements  by  monitoring  operational 
drills  and  evaluations,  vice  the  detailed  inspection  of  shipboard 
equipment  and  systems.  The  program  will  include  oversight  by  the 
Coast  Guard  to  ensure  compliance  with  all  applicable  U.S.  laws. 


Coast  Guard  and  ABS  implementation  documents  are  undergoing  final 
approval.   Initiation  of  a  pilot  program  to  evaluate  the 
alternative  compliance  procedures  is  planned  for  the  summer  of 
1994.    The  Coast  Guard  and  ABS  are  currently  soliciting 
volunteers  for  the  pilot  program.   Six  volunteers  for  the  pilot 
program  have  Indicated  a  willingness  to  participate  and  are 
identifying  ships  whose  Certificates  of  Inspection  expire  during 
July,  August,  or  September.   A  tabletop  exercise  will  also  be 
conducted  as  part  of  the  pilot  program. 

A  key  element  of  this  compliance  option  program  is  the  U.S. 
Supplement  to  ABS  rules.   The  CFR  requirements  for  certain 
classes  of  vessels  were  compared  to  ABS  Rules  for  Steel  Vessels 
and  SOLAS  74/83  to  determine  what  guidance  is  needed  beyond  what 
is  contained  in  ABS  Rules  and  SOLAS  in  order  to  ensure  an 
equivalent  and  acceptable  level  of  safety.   U.S.  supplement  was 
developed  jointly  with  ABS  and  industry  and  is  now  in  the  final 
stages  of  its  refinement.   It  primarily  summarizes  the  U.S. 
interpretations  to  international  treaties  and  conventions  where 
they  have  left  design  details  to  be  defined  by  the  flag  state. 
It  also  addresses  critical  safety  concerns,  which  neither  the 
international  instruments  nor  the  classification  societies' 
requirements  adequately  address.   The  development  of  the  U.S. 
Supplement  to  ABS  rules  was  a  cooperative  effort  on  the  part  of 
ABS  and  industry,  and  is  expected  to  be  a  comprehensive  listing 
of  essential  safety  requirements  not  embodied  in  SOLAS  or  the  ABS 
Rules. 
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Industry  input  to  the  development  of  the  U.S.  Supplement  to  ABS 
rules  was  crucial.   American  President  Lines  (APL)  and  Sea-Land 
provided  a  list  of  regulations  they  recommended  be  changed  and 
they  volunteered  to  take  part  in  three  separate  new  construction 
plan  review  "tiger  teams."   This  helped  by  providing  the  Coast 
Guard  with  industry-identified  major  cost  drivers  of  new 
construction  projects.   This  information  was  essential  to 
resolving  equivalency  issues  which  have  long  troubled  both 
industry  and  the  Coast  Guard.   The  U.S.  Supplement  includes 
provisions  for  ABS  to  determine  equivalencies  for  foreign 
materials  and  equipment.   More  importantly,  the  Supplement 
references  international  regulations  and  standards  wherever 
applicable  to  afford  the  greatest  flexibility  to  owners  and 
builders  in  accessing  global  markets  for  ship  construction  while 
assuring  equivalency  to  U.S.  Coast  Guard  requirements. 

INTERNATIONAL  ACTIVITIES  UPDATE 

Internationally,  we  have  continued  to  work  to  increase  the  level 
of  responsibility  of  ship  owners  and  operators,  flag  states,  and 
classification  societies  and  have  sought  greater  latitude  for 
port  states  in  their  enforcement  activities.   We  have  fought  to 
achieve  consensus  at  the  lowest  common  denominator  level  and  have 
been  very  successful  at  levelling  the  playing  field  at  higher 
safety  plateaus. 
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Flag  State  Implementation 

The  IMO  Flag  State  Implementation  (FSI)  Subcommittee,  which  held 
its  first  meeting  in  May  1993,  was  formed  to  encourage  and  assist 
flag  state  and  port  state  implementation  efforts.   The 
Subcommittee  developed  two  resolutions  which  were  passed  at  the 
18th  IMO  Assembly  in  November  1993:  A. 739 (18),  "Guidelines  for 
the  Authorization  of  Organizations  Acting  on  Behalf  of  the 
Administration";  and  A. 740(18),   "Interim  Guidelines  for  Flag 
States."   The  resolutions  establish  guidelines  for  both  flag 
states  and  organizations  acting  on  their  behalf.   They  provide 
recommended  standards  for  those  flag  states  who  wish  to  conduct 
surveys  and  certify  vessels,  and  standards  flag  states  can  use  to 
authorize  these  tasks  to  be  conducted  by  other  organizations. 
Resolution  A. 739(18)  was  also  proposed  for  incorporation  into 
SOLAS  at  the  SOLAS  Conference  in  May  1994.   As  a  result,  the 
guidelines  in  this  resolution  were  incorporated  into  SOLAS  as 
minimum  standards  for  organizations  who  are  authorized  to  act  on 
behalf  of  an  administration. 

At  the  second  meeting  of  FSI  in  February  1994,  the  Subcommittee 
continued  its  work,  developing  draft  guidelines  on  port  state 
control  inspections  and  casualty  reporting.   These  and  other 
guidelines  will  be  completed  at  the  third  meeting  of  FSI  in 
February  1995  in  anticipation  of  adoption  at  the  19th  Assembly. 

This  guidance  will  be  extremely  valuable  to  the  Coast  Guard  in 
implementing  an  enhanced  port  state  compliance  and  enforcement 


program  and  equally  important  to  the  Implementation  of  MRR 
programs  and  initiatives  Jointly  developed  by  the  Coast  Guard  and 
industry. 

In  an  effort  to  promote  the  amount  and  quality  of  shared  safety 
information  and  stimulate  this  idea  throughout  the  international 
community,  the  Coast  Guard  developed  the  Port  Safety  Information 
exchange  (PSIX)  system  and  introduced  it  at  the  18th  IMO  Assembly 
in  November  1993.   The  system  is  a  public  access  data  base  which 
provides  limited  vessel-specific  boarding  and  violation  history, 
including  inspection  and  investigation  results.   As  a  result  of 
this  initiative,  IMO  established  a  steering  committee  to  examine 
the  feasibility  of  developing  a  similar  system,  the  International 
Ship  Information  Database  (ISID),  which  would  contain  vessel  data 
from  participating  IMO  member  nations.   The  U.S.  is  leading  this 
effort  by  chairing  this  special  task  group. 

Port  State  Control 

The  port  state  control  program  is  undergoing  significant  changes, 
both  domestically  and  internationally.   Congressional  initiatives 
have  mandated  national  changes.   In  order  to  deal  with  this 
global  problem,  and  to  increase  domestic  effectiveness,  the  Coast 
Guard  has  initiated  international  changes  through  IMO. 

The  program  goal  is  to  identify  and  eliminate  substandard  foreign 
vessels  from  U.S.  waters,  and  encourage  those  committed  to 
trading  with  the  U.S.  to  adopt  management  philosophies  that 
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ensure  compliance  with  accepted  standards.   The  program  pursues 
this  goal  by  systematically  focusing  boarding  efforts  on  high 
risk  vessels. 

Critical  program  changes  include  new  boarding  criteria  that 
increase  the  frequency  of  boardings  on  high  risk  ships.   Owner, 
classification  society,  and  flag  state  are  key  elements  of  the 
control  regime.   Previously  undefined  terms  of  reference  such  as 
"substandard  ship, "  are  defined  for  consistent  application. 

Marine  inspectors  are  being  assigned  to  foreign  freight  ship 
boarding  teams  to  increase  the  level  of  expertise  and  scope  of 
our  port-state  control  boardings.   To  maximize  the  effectiveness 
of  Coast  Guard  boarding  teams,  the  program  strikes  a  balance 
between  conducting  at-sea  and  in-port  boardings.   It  also  aligns 
Coast  Guard  efforts  with  international  initiatives  through 
reliance  upon  a  two-tiered  boarding  process  wherein  the  greatest 
effort,  and  most  detailed  examinations,  will  be  reserved  for 
substandard  vessels. 

A  comprehensive  regime  has  been  devised  for  the  purpose  of 
facilitating  this  process.   This  is  a  risk-based  regime,  which 
uses  factors  such  as  vessel  flag,  class,  owner,  age,  and  history 
to  establish  boarding  priorities.   A  risk-based  boarding  matrix 
has  been  developed  to  prioritize  vessel  boardings.   This  will 
result  in  more  effective  utilization  of  Coast  Guard  enforcement 
resources  in  identifying  potential  substandard  v'essels  calling  at 
U.S.  ports. 
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The  international  program  consists  of  aggressive  action  at  IMO 
to:  (1)  establish  standards  for  flag  states,  as  outlined  in 
Assembly  Resolution  A. 740(18);  (2)  establish  standards  for  class 
societies  and  other  organizations,  as  outlined  in  Assembly 
Resolution  A. 739 (18);  and  (3)  establish  guidelines  for  port  state 
control  inspections,  as  outlined  in  the  documents  generated  by 
the  Coast  Guard  led  correspondence  group  from  the  IMO  FSI  Sub- 
committee. 

The  national  program  consists  of  three  initiatives:  (1) 
increasing  inspector  billets,  as  described  in  our  March  14,  1994 
report,  which  we  forwarded  to  your  Committee;  (2)  identifying 
substandard  vessels  based  on  their  flag,  class,  and  owner,  as 
outlined  on  our  April  8,  1994  report,  which  we  also  forwarded  to 
your  committee;  and  (3)  ensuring  system  accountability. 

All  of  these  actions  are  ongoing.   Many  of  the  new  port  state 
control  billets  have  been  filled,  and  all  should  be  filled  by  the 
end  of  the  summer  of  1994. 

The  port  state  control  report  was  submitted  to  Congress  and 
copies  were  sent  to  all  field  units.   Additional  guidance  was 
also  sent  to  all  field  vmits.   Field  implementation  is  scheduled 
for  Summer  1994. 

The  State  Department  notified  the  U.S.  Embassy  in  each  of  the  15 
Flag  States  that  have  been  identified  as  having  been  associated 
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with  substandard  vessels  for  boarding  by  the  U.S.  Coast  Guard. 
Each  Embassy  will  notify  the  host  Government  of  their  appearance 
on  the  list. 

The  IMO  initiatives  are  well  underway.   The  resolutions  were 
approved  at  the  18th  Assembly.   The  port  state  control  guidelines 
were  submitted  at  the  second  meeting  of  the  FSI  and  are  being 
revised  in  a  correspondence  group.   They  will  be  completed  at  the 
third  meeting  of  the  FSI  for  submission  to  the  19th  Assembly  in 
1995. 

ISM  Code 

At  the  18th  IMO  Assembly  held  in  October  1993,  the  Assembly 
adopted  the  "International  Management  Code  for  the  Safe  Operation 
of  Ships  and  for  Pollution  Prevention  (ISM  Code)"  as  Assembly 
Resolution  A. 741(18).   This  resolution  sets  international 
guidelines  for  shipboard  and  shore-based  management  systems.   At 
the  SOLAS  Conference  in  May  1994,  amendments  were  approved  which 
will  make  compliance  mandatory.   IMO  is  currently  working  on 
guidelines  for  the  application  of  the  code,  and  they  should  be 
developed  for  approval  at  the  19th  Assembly  in  late  1995.   In  the 
interim,  member  states  were  requested  to  implement  the  guidelines 
pending  their  coming  into  force  internationally  in  1998.   The 
U.S.  was  the  first  member  state  to  do  so.   In  March  1994,  the 
Coast  Guard  issued  Navigation  and  Vessel  Inspection  Circular 
(NVIC)  2-94  to  introduce  the  code  to  the  industry  and  set  policy 
guidance  for  operators  of  U.S.  flag  vessels  who  wish  to  comply 


with  the  terms  of  the  International  Safety  Management  (ISM)  Code 

voluntarily  until  mandatory  application  is  approved.   The  U.S. 

currently  accepts  certifications  by  ABS,  Det  Norske  Veritas,  and 
Lloyds  Register. 

High  Speed  Craft  Code 

The  High  Speed  Craft  (HSC)  Code  was  still  under  development  at 
the  IMO  as  of  our  meeting  last  year.   The  U.S.  led  discussions  in 
the  intersessional  working  group  which  delivered  the  final  draft 
of  the  Code  to  the  37th  session  of  the  IMO  Design  and  Equipment 
Subcommittee  in  February  1994.   As  you  may  recall,  this  code 
replaces  the  Dynamically  Supported  Craft  (DSC)  Code.   It  is  a 
significant  improvement  over  the  DSC  Code,  because  it  provides 
equivalence  to  SOLAS  and,  therefore,  allows  for  greater  design 
flexibility  for  designers  and  builders  of  these  novel  craft.   The 
HSC  Code  developed  at  the  Design  and  Equipment  Subcommittee  was 
adopted  as  an  amendment  to  SOLAS  at  the  SOLAS  Conference  in  May 
1994  for  implementation  in  1996.   This  code  will  be  the  primary 
regulatory  guideline  for  the  certification  of  U.S.  flag  craft 
which  meet  its  application  criterion.   Since  this  code  was 
internationally  developed  and  accepted,  a  level  playing  field  now 
exists  between  foreign  and  domestic  high  speed  craft  markets. 

SOLAS  Fire  Protection  interpretations 

Recognizing  the  disparity  among  the  various  flag  administration 
interpretations  of  SOLAS  requirements,  the  Coast  Guard  initiated 
a  program  at  the  IMO  to  identify  and  develop  unified 
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interpretations  of  requirements  in  SOLAS  systematically  where  the 
implementing  details  are  left  to  be  provided  by  the  flag  states. 
This  was  first  introduced  by  the  Coast  Guard  at  the  1993  Fire 
Protection  (FP)  Subcommittee  session  and  a  correspondence  group 
has  worked  on  this  issue  for  the  past  year.   The  group  will 
present  their  initial  list  of  unified  interpretations  to  the 
annual  FP  Subcommittee  meeting  being  held  next  week.   Ultimately, 
this  will  remove  differences  in  SOLAS  interpretations  among 
member  nations  and  result  in  harmonized  implementation  of  SOLAS 
requirements  and  retention  of  a  level  playing  field. 

International  Standards  Organizations 

In  keeping  with  our  intent  to  move  from  use  and  application  of 
domestic  design,  construction,  and  operation  standards  in  favor 
of  international  consensus  standards,  we  have  regained  a 
membership  position  which  had  been  vacated  for  years  on  one  of 
the  technical  committees  of  the  International  Electrotechnical 
Commission  (lEC).   The  Coast  Guard  has  long  been  an  active  member 
of  one  of  the  technical  committees  of  the  International 
Organization  for  Standardization  (ISO).   These  are  the  two  major 
international  standards  bodies  and,  combined  with  our  involvement 
at  IMO,  these  positions  help  ensure  that  our  safety  concerns  are 
voiced  at  the  outset  in  the  development  of  requirements  and 
standards  which  eventually  attain  international  consensus  and 
application  and  thus  avoid  unilateral  action  over  technical  or 
safety  related  differences  later  on. 
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Plastic  pipe  guidelines 

The  United  States  led  the  effort  to  develop  Internationally 
agreed  procedures  for  use  of  plastic  pipe  aboard  ships.   The  use 
of  plastic  pipe  in  shipboard  piping  systems  offers  shipbuilders  a 
substantial  savings  in  both  procurement  and  installation  costs. 
Ever  since  promulgation  as  Internationally  agreed  guidelines  in 
the  form  of  a  Maritime  Safety  Committee  Circular,  we  have  been 
promoting  their  application  domestically  as  an  acceptable 
alternative  to  the  prescriptive  requirements  in  the  Code  of 
Federal  Regulations.   Such  efforts  make  U.S.  construction  more 
competitive  with  foreign  shipyards  without  compromising  safety. 
This  past  year  these  guidelines  were  adopted  by  the  18th  IMO 
Assembly  as  an  Assembly  Resolution. 

"Open-top"  container  hold  fire  protection  standards 
Following  the  U.S.  led  effort  to  amend  the  Load  Line  Convention 
to  permit  open-top  container  ships,  some  detailed  fire  safety 
standards  were  needed.   These  we  developed  unilaterally  and 
applied  as  interim  standards  in  response  to  the  immediate  need 
created  when  U.S.  shipping  began  converting  to  hatchless  "open- 
top"  container  hold  designs;  a  novel  design  not  envisioned  by  the 
existing  regulations.   Coast  Guard  engineers  worked  closely  with 
Matson  Navigation  Company  engineers  and  other  U.S.  containership 
companies  to  determine  the  hazards  and  to  perform  a  fire  risk 
assessment  of  carrying  certain  types  of  cargo  in  open  top  cargo 
holds.   Working  together,  we  developed  a  proposed  standard  which 
was  presented  at  IMO  to  ensure  that  an  equivalent  measure  of 
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safety  was  applied  by  all  countries.   Individuals  from  APL  and 
Sea-Land  were  instrumental  in  the  successful  negotiations  of  this 
issue,  resulting  in  an  IMO  Assembly  Resolution  concerning  interim 
guidelines  for  open-top  containerships .   To  date,  four  U.S.  ships 
are  in  the  process  of,  or  scheduled  for,  this  economical 
modification  to  employ  the  "open-top"  design.   This  approach  of 
determining  appropriate  safety  criteria  through  Joint  Coast 
Guard/industry  teams  has  proven  to  be  a  most  effective  means  to 
meet  industry's  need  for  rapid  response  while  satisfying  our 
safety  concerns  and  establishing  policy  to  address  new  designs. 

Probabilistic  damage  stability 

As  a  result  of  a  U.S.  recommendation,  the  IMO  has  undertaken 
development  of  a  harmonized  set  of  probabilistic  subdivision  and 
damage  stability  regulations  for  all  ship  types.   The  existing 
deterministic  methods  allow  two  ships  with  the  same  factor  of 
subdivision  to  differ  significantly  in  their  safety  level. 

Probabilistic  subdivision  and  damage  stability  regulations 
attempt  to  correct  some  of  the  known  deficiencies  in  the 
deterministic  method.   Two  sets  of  probabilistic  regulations 
currently  exist.   One  set  was  written  at  IMO  in  1973  for 
passenger  ships,  while  the  other  is  the  recently  adopted 
standards  for  dry  cargo  ships.   These  two  standards  form  the 
basis  for  the  harmonization  process.   This  harmonization  process 
is  aimed  at  developing  a  standard  method  that  can  readily  be 
applied  to  different  ship  types. 
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DOMESTIC  ACTIVITIES  UPDATE 


Domestically  we  have  been  even  more  active  in  numerous  new  and 
ongoing  initiatives  focused  on  the  MRR  aspect  of  the 
Administration's  overall  Maritime  Industry  Revitalization 
Program . 

Offshore  Supply  Vessel  Tonnage  Limits 

Offshore  Supply  Vessels  (OSVs)  are  limited  by  law  to  under  500 
gross  tons.   This  limiting  tonnage  has  allowed  regulators  to 
prescribe  standards  for  licensing,  inspection,  and  manning 
appropriate  for  their  size  and  service.   Also,  by  maintaining 
OSVs  to  a  size  less  than  500  gross  tons,  they  are  exempt  from 
SOLAS  requirements.   However,  with  the  trend  toward  facilities 
being  located  further  offshore,  larger  OSVs  are  needed  to  meet 
the  associated  harsher  service  conditions  and  to  provide  greater 
cargo  capacity.   This  is  true  also  in  foreign  waters  where  U.S. 
OSVs  seek  to  compete  with  their  international  counterparts. 

The  Coast  Guard  has  no  objection  to  raising  the  tonnage  limit  on 
OSVs,  provided  the  attendant  increased  safety  and  environmental 
risks  are  properly  addressed  by  complying  with  the  applicable 
international  regulations  and  conventions  for  vessels  of  this 
size  and  service.   Specifically,  these  larger  OSVs  should  meet 
the  standards  of  a  recognized  classification  society  and  the 
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appl^icable  requirements  for  cargo  ships  as  prescribed  in  SOLAS. 
This  would  be  consistent  with  the  enforcement  of  international 
requirements  by  other  flag  states  for  these  vessels.  It  would 
make  OSV  owners  and  operators  more  competitive  internationally, 
while  meeting  safety  requirements  commensurate  with  the  hazards 
expected  in  service.  Care  should  be  exercised  regarding 
exemptions  from  requirements  placed  on  larger  vessels  carrying 
oil  in  bulk  as  cargo. 

The  Coast  Guard  supports  greater  use  of  the  International  Tonnage 
Convention  (ITC)  and  shifting  away  from  the  antiquated  Regulatory 
Tonnage  scheme.   We  view  this  as  a  winner  for  vessel  designers, 
shipbuilders,  and  owners  who  will  be  free  to  design  the  OSVs 
maximizing  efficiency  and  safety  while  reducing  the  initial  cost 
of  construction.   In  addition,  crew  on  vessels  admeasured  to  ITC 
standards  benefit  by  earning  creditable  sailing  time  for  service 
on  vessels  whose  size  is  more  accurately  reflected,  thus 
Improving  their  competitiveness  for  positions  on  larger  vessels. 
To  maintain  safety  standards  at  their  current  level, 
equivalencies  could  be  developed  between  Regulatory  and  ITC 
tonnages  based  upon  the  measurement  of  existing  vessels. 

Small  Passenger  Vessels 

A  Supplemental  Notice  of  Proposed  Rulemaking  was  published 
January  13,  1994  with  a  150  day  public  comment  period.   This 
comment  period  closed  June  13,  1994.   Additionally,  seven  public 
hearings  were  held  around  the  country  producing  153  comments.   To 
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date,  over  100  written  comments  have  been  received.   The 
publication  date  for  the  final  rule  has  not  been  set;  all 
comments  are  currently  being  evaluated.   As  noted  last  year, 
structural  fire  protection  requirements  are  not  part  of  the 
existing  small  passenger  vessel  regulations.   They  are  found  in 
the  deep  draft  passenger  vessel  regulations  (subchapter  H),  and 
apply  to  all  vessels  which  carry  more  than  150  passengers.   The 
small  passenger  vessel  industry  has  changed  dramatically  since 
the  late  1950' s,  with  an  increased  level  of  construction  of 
higher  passenger  capacity  vessels  not  envisioned  by  the  existing 
regulations.   The  Coast  Guard  response  has  been  to  work  with 
industry  and  review  vessels  on  a  case-by-case  basis,  and  to  build 
policy  by  applying  the  only  existing  regulations  for  structural 
fire  protection,  which  come  from  large  vessel  regulations.   The 
Supplemental  Notice  of  Proposed  Rulemaking  seeks  to  define  a 
middle  ground  between  the  original  small  passenger  vessel 
regulations,  and  the  more  stringent  requirements  of  46  CFR, 
subchapter  H.   The  focus  of  the  proposed  regulations  is  to  define 
a  structural  fire  protection  standard  appropriate  for  this 
growing  category  of  high  passenger  capacity  inland  and  near 
coastal  small  passenger  vessels  which  will  lead  to  a  consistent 
national  standard. 

Fiberglass  Reinforced  Plastic  Vessel  Construction 

The  Coast  Guard  is  actively  promoting  design  flexibility  in  areas 
of  both  material  and  systems  equivalencies  to  increase  the 
competitiveness  of  the  U.S.  industry  in  world  markets.   For  high 
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speed  craft,  a  need  exists  for  alternative  hull  materials  that 
weigh  considerably  less  than  steel.   Fiberglass,  generally  used 
for  smaller  vessels,  is  prohibited  on  larger  vessels  carrying 
more  than  150  passengers  due  to  flammability  and  heat  sensitivity 
concerns.   We  have  initiated  a  research  program  to  develop  a 
standard  for  assuring  the  fire  safety  of  fiberglass  structures. 
Unfortunately,  a  method  has  not  yet  been  developed  by  which 
fiberglass  can  be  reliably  protected  against  the  risk  of  fire. 
In  February  1993,  the  Coast  Guard  completed  a  wide  ranging  study 
that  assessed  the  state-of-the-art  regarding  the  fire  performance 
of  Fiberglass  Reinforced  Plastic,  particularly  in  marine  fire 
scenarios  anticipated  on  High  Speed  Craft.   This  investigation 
concluded  among  other  things,  that  insufficient  data  existed 
regarding  structural  performance  of  fiberglass  at  elevated 
temperatures  for  the  establishment  of  design  standards.   In 
addition,  data  that  was  available  was  generated  by  uncoordinated 
testing  done  by  a  number  of  different  agencies.   Additional 
research,  initiated  in  1993,  was  completed  earlier  this  year  with 
the  purpose  of  developing  a  framework  within  which  the  necessary 
elevated  temperature  data  can  be  acquired,  and  guidelines  for  the 
use  of  insulation  so  that  fiberglass  boundaries  on  vessels  can 
achieve  equivalent  fire  protection  to  existing  fire  rated 
boundaries.   Research  is  expected  to  take  some  time  due  to 
funding  constraints. 

Excursion.  Dinner  Cruise,  and  Casino  Vessels 

Another  example  is  the  Coast  Guard  development  of  comprehensive 
alternative  design  requirements  for  domestic  vessels  in  the 
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excursion,  dinner  cruise  and  casino  vessel  industry  which  operate 
on  protected  and  partially  protected  routes.   Dinner,  excursion 
and  gambling  trade  vessels  differ  significantly  from  the 
traditional  ocean-going  passenger  vessels  envisioned  in  existing 
regulations.   Vessels  being  built  today  are  designed  with  only 
large  public  spaces  for  passenger  occupancy,  resulting  in  higher 
passenger  densities,  and  require  special  consideration.   The 
Coast  Guard  has  responded  to  the  designers,  builders  and  ovmers 
of  this  new  generation  of  passenger  vessels  by  developing 
innovative  design  and  passenger  safety  system  requirements  that 
enhance  safety  while  meeting  the  industry's  needs.   In  November 
1993,  the  Coast  Guard  finalized  and  published,  in  NVIC  8-93,  an 
alternative  method  to  permit  longer  and  larger  public  spaces, 
beyond  that  allowed  by  current  regulations.   This  alternative 
method  is  being  widely  utilized  in  the  booming  casino  vessel 
construction  industry.   The  rapid  growth  rate  in  this  industry  is 
expected  to  continue  and  the  design  advantages  offered  by  the 
Coast  Guard  will  allow  shipbuilders  and  designers  to  use  numerous 
performance-based  alternatives  rather  than  specifications  having 
narrow  scope.   The  Coast  Guard  will  continue  to  work  with 
designers,  owners  and  shipyards  to  satisfy  our  safety  concerns 
and  avoid  placing  undue  burdens  on  industry. 

Automatic  Sprinkler  Systems 

In  the  past  several  years,  vessel  designs  have  become  more  and 
more  dependent  on  the  installation  of  automatic  sprinkler  systems 
to  ensure  the  safety  of  both  passengers  and  cargo.   Our  current 
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regulations  prescribe  very  specific  sprinkler  system  details 
which  do  not  permit  designers  to  take  advantage  of  significant 
technological  advancements.   Recognizing  the  opportunity  to 
improve  both  safety  and  economic  feasibility,  the  Coast  Guard  has 
taken  the  initiative  to  adopt  and  modify  established  industry 
standards  which  were  developed  by  the  National  Fire  Protection 
Association  (NFPA).   In  November  1993,  the  Coast  Guard  published 
and  distributed  NVIC  10-93  to  shipbuilders  and  designers, 
allowing  the  application  of  the  NFPA  sprinkler  standard,  with 
certain  necessary  modifications,  to  shipboard  installations.   The 
Coast  Guard  is  working  with  NFPA  to  incorporate  the  guidance  in 
NVIC  10-93  into  the  existing  NFPA  sprinkler  standard.   Our  goal 
is  to  replace  the  current  prescriptive  sprinkler  regulations  in 
the  Code  of  Federal  Regulations  by  adopting  the  resulting  new 
NFPA  sprinkler  standard  by  reference. 

Regulation  projects  (amendments/equivalancies/redundancies) 
One  of  the  outcomes  of  the  regulation  comparison  study  which  was 
incorporated  into  the  U.S.  Supplement  to  ABS  rules  is  the 
initiation  of  several  regulatory  projects.   The  first  project 
addresses  our  acceptance  of  other  flag  state  approvals  of 
lifesaving  equipment  as  meeting  the  requirements  of  SOLAS, 
provided  the  flag  state  has  approval  processes  and  procedures 
similar  to  the  U.S.   This  has  been  identified  as  one  of  the  major 
cost  drivers  to  ship  construction  and  ref lagging  to  U.S.  flag. 
The  second  project  deals  strictly  with  the  deletion  of 
regulations  which  were  found  to  have  no  value  added  due  to  their 
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being  based  upon  old  technology,  determined  to  be  unnecessary  or 
redundant,  or  otherwise  no  longer  applicable.   The  third  project 
involves  routine  updates  needed  to  the  regulations  which  came  to 
light  during  the  regulation  comparison  study.   In  many  cases, 
these  changes  will  result  in  less  prescriptive  text  and  greater 
recognition  of  existing  domestic  and  international  requirements. 

Stability  regulation  projects 

As  reported  to  you  last  year,  the  Coast  Guard  is  in  the  process 
of  incorporating  the  passenger  vessel  damage  stability  standards 
adopted  by  the  IMO  in  1988,  to  apply  to  our  new  domestic 
passenger  vessels.   You  may  recall  that  after  IMO  adopted  these 
standards,  the  Coast  Guard  conducted  a  study  to  determine  the 
ability  of  the  majority  of  domestic  passenger  vessel  designs  to 
meet  international  requirements.   After  few  comments  were 
received  and  as  a  result  of  this  study,  the  damage  stability 
standards  were  applied  to  new  domestic  passenger  vessels  in 
December  1992. 

Since  that  time,  we  have  heard  from  shipyards  and  naval 
architects,  who  feel  that  the  standard  is  too  high  and  who  report 
costs  associated  with  changes  in  vessel  design  that  are  in  excess 
of  the  expected  impact.   We  held  a  public  hearing  in  August  1993, 
to  discuss  these  problems  with  the  industry.   Following  this 
hearing,  the  regulations  were  suspended  to  allow  submission  of 
further  comments  from  the  industry  and  to  allow  the  Coast  Guard 
to  extend  our  earlier  study  of  domestic  passenger  vessel  designs 
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to  reexamine  the  impact  of  these  regulations,  especially  on 
vessels  operated  solely  in  protected  and  partially-protected 
waters. 

The  results  of  the  extended  Coast  Guard  study  will  be  completed 
this  summer.   The  Coast  Guard  plans  to  propose  revised  damage 
stability  standards  for  domestic  passenger  vessels  based  on  the 
27  comments  received  by  the  regulation  project  and  on  the  results 
of  the  extended  research.   The  proposed  revisions  to  these 
regulations  will  address  the  differences  between  international 
and  domestic  passenger  vessels,  while  ensuring  that  passenger 
vessels  operated  domestically  can  provide  an  equivalent  level  of 
safety  to  U.S.  vessels  on  international  routes. 

Legislative  changes 

The  Coast  Guard  has  worked  with  representatives  of  the  liner 
vessel  operators  to  review  legislative  changes  to  establish  a 
better  legal  foundation  for  implementation  of  several  of  the 
initiatives  mentioned  above  and  the  anticipated  regulatory 
projects.   As  indicated,  the  MRR  compliance  options  rely  on 
increased  use  of  class  society  surveys  and  management  audits.   We 
have  a  number  of  other  pilot  programs  developed  in  concert  with 
the  offshore  industry  and  west  coast  ship  operators  which  rely  on 
our  assessment  and  monitoring  of  company  management  and 
maintenance  programs.   The  present  legal  structure  permits  these 
types  of  innovations,  but  it  is  thought  by  some  that  It  would  be 
better  to  assure  the  marine  industry  of  the  validity  of  these 
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approaches  by  more  direct  and  clear  legislative  direction.   This 
includes:   Coast  Guard  acceptance  of  foreign  government  approvals 
for  life  and  fire  safety  equipment  and  materials;  harmonizing  the 
inspection  periods  with  the  survey  periods  of  class  societies; 
broadening  the  definition  of  "recognized  class  society"  to 
clearly  permit  others  in  addition  to  the  American  Bureau  of 
Shipping;  and  broadening  the  basic  authorization  for  the 
Department  of  Transportation  (DOT)  regarding  superintendence  of 
the  merchant  marine.   As  presently  written,  DOT  and  USCG 
authority  can  be  read  to  be  related  to  vessels  only,  not  the 
associated  company  management  and  maintenance  programs.   If  read 
in  this  manner,  it  stifles  the  opportunity  for  companies  and 
shipyards  to  engage  innovative  techniques  to  reduce  government 
and  class  society  direct  involvement  in  their  operations. 

Marine  SafeTy  Evaluation  Program 

A  new  major  initiative  is  the  Marine  SafeTy  Evaluation  Program 
(MSTEP).   This  program  developed  out  of  support  of  the  Navy  Mid- 
term Sealift  Program  efforts.   The  eventual  goal  is  to  apply 
risk-based  methodologies  to  develop  safety  criteria  in  a  systems 
engineering  approach  to  ship  design  and  construction.   Risk-based 
methods  have  long  been  the  favored  approach  in  private  industry, 
especially  those  fields  where  the  consequences  of  a  particular 
hazard  are  high,  such  as  the  nuclear,  chemical,  and  aircraft 
Industries.   Numerous  regulatory  agencies,  both  foreign  and 
domestic,  are  also  turning  to  risk-based  regulations  as  the  best 
way  to  address  safety  concerns  and  permit  design  flexibility  to 
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the  public.   Application  of  this  technology  will  greatly  enhance 
Coast  Guard  abilities  to  make  safety  determinations  on  novel 
designs  which  are  technically  sound  and  which  address  hazards 
comprehensively  yet  objectively  so  as  to  minimize  adverse 
economic  impact  on  the  customer. 

This  concludes  my  update  of  the  major  activities  discussed  last 
year,  and  a  summary  of  new  initiatives  currently  underway.   As 
you  can  see,  we  have  been  extremely  active  both  internationally 
and  domestically.   We  have  kept  our  maritime  regulatory  reform 
efforts  solidly  on  track,  guided  the  world  maritime  community 
toward  safer  ship  operation  and  management  through  our 
involvement  at  IMO,  and  built  partnerships  domestically  with 
industry  to  develop  programs  that  Implement  international 
policies  and  agreements. 

We  have  maintained  our  focus  on  harmonizing  requirements  with 
other  flag  states,  improving  port  state  capabilities,  developing 
programs  which  consolidate  efforts  with  classification  societies, 
expanding  recognition  of  quality  companies  and  third  parties  in 
the  management  of  safety  systems,  eliminating  unnecessary  or 
restrictive  regulations,  and  increasing  the  scope  of  our 
application  of  international  regulations  and  standards.   All 
these  efforts  combined  facilitate  flag  state  compliance 
procedures,  and  enhance  the  quality  of  our  commercial  vessel 
safety  program  while  reducing  the  regulatory  burden  on  Industry. 
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Thank  you,  Mr.  Chairman.   This  sununarizes  our  major  activities 
over  the  past  year.   I  would  be  pleased  to  answer  any  questions. 
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SECRETARY  PENA  ANNOUNCES 

MARITIME  POLICY  REFORM  INITIATIVES 


Secretary  of  Transportation  Federico  Pefia  today  announced 

several  initiatives  that  will  enhance  maritime  policy  reform  and 

has  directed  the  U.S.  Coast  Guard  to  execute  a  four-point  program 

to  that  end.   This  is  the  third  element  of  the  administration's 

ship  building  initiative  and  its  proposed  maritime  security 

program. 

The  initiatives  involve  vessel  design  compliance  programs  and 
the  elimination  of  unnecessary  regulations  which  impede  U.S. 
shipbuilding  and  operating  competitiveness. 

Secretary  Pena  said,  "When  executed,  these  programs  will 
neither  degrade  safety  for  the  crews  and  passengers  of  U.S.  ships 
nor  diminish  the  protection  afforded  to  the  environment.  These 
critical  safety  and  environmental  goals  can  be  achieved  while 
opening  new  avenues  for  U.S.  ship  builders  and  ship  operators  to  s 
compete  on  a  global  scale." 

The  four-point  program  would  include: 

o  Establishing  compliance  options  so  that  a  ship  builder  or 
owner  could  rely  on  classification  society  standards,  rather  than 
specific  Coast  Guard  regulatory  requirements.  Classification 
societies  are  non-profit  organizations  that  inspect  vessels  on 
behalf  of  flagging  nations. 


o  Accepting  regulatory  compliance  verification  by- 
qualified,  responsible  classification  societies  and  not  only  from 
the  American  Bureau  of  Shipping  (ABS)  .  ABS  is  the  official 
classification  society  of  the  U.S.  government.  It  inspects  U.S. 
vessels  using  construction  requirements  established  by  the  Coast 
Guard . 

o  Establishing  a  model  company  program  whereby  the  vessels 
of  a  company  that  instituted  a  rigorous  system  of  quality 
management  would  be  inspected  less  frequently  by  the  Coast  Guard 
than  is  currently  provided  for  by  law. 

o  Establishing  a  Coast  Guard  Oversight  Program  to  verify 
the  quality  management  program  of  participating  shipping  companies 
and  classification  societies. 

Provisions  also  are  included  to  accept  certain  items  of 
equipment  that  have  been  approved  by  other  governments  that  have 
approval  systems  equivalent  to  those  of  the  U.S. 

"The  goal  is  to  make  the  Coast  Guard  regulatory  inspection  and 
plan  review  program  less  burdensome,  more  efficient  and  effective 
for  the  U.S.  maritime  industry,"  Secretary  Pefia  said. 

Provisions  will  be  initiated  using  a  voluntary  program 
developed  by  the  Coast  Guard  in  cooperation  with  the  maritime 
industry. 

A  pilot  program  will  begin  in  July  to  evaluate  the  alternative 
compliance.  Volunteers  are  being  solicited  for  the  program  and  six 
companies  have  indicated  interest  in  participating  using  ships 
whose  Certificates  of  Inspection  expire  in  July,  August  or 
September. 

Secretary  Pena  urged  the  ship  building  and  ship  operating 
communities  to  become  familiar  with  the  initiatives  and  determine 
how  they  may  enhance  their  business  plans.  He  said,  "These 
initiatives,  taken  together  with  the  administration's  other 
maritime  reform  initiatives  are  important  steps  towards  achieving- 
our  goal  of  an  internationally  competitive  U.S.  maritime  industry." 
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AMERICAN  PRESIDENT  LINES,  LTD. 

AND 

SEA-LAND  SERVICE.  INC. 

Presented  by 
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VICE  PRESIDENT,  AMERICAN  PRESIDENT  LINES,  LTD. 

Regarding 

THE  NEED  FOR  PROMPT  GOVERNMENT  ACTION  TO 

ENHANCE  THE  INTERNATIONAL  COMPETITIVENESS 

OF 

UNITED  STATES-FLAG  LINER  VESSELS 

BY 

ELIMINATING  EXCESSIVE  VESSEL  STANDARD  REGULATION 

Before  the 

SUBCOMMITTEE  ON  COAST  GUARD  AND  NAVIGATION 

COMMITTEE  ON  MERCHANT  MARINE  AND  FISHERIES 

UNITED  STATE  HOUSE  OF  REPRESENTATIVES 

WASHINGTON.  D.C. 

JUNE  22.  1994 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

Good  morning.  I  am  Gene  Pentimonti,  Vice  President  of  Government  Services 
for  American  President  Lines,  Ltd.  (APL).  My  prepared  statement  this  morning  is  presented 
on  behalf  of  both  APL  and  Sea-Land  Service,  Inc.  (Sea-Land). 

For  nearly  3  years  now  APL  and  Sea-Land  have  worked  together  to  try  to 
eliminate  a  significant  barrier  to  an  internationally  competitive  U.S. -flag  liner  fleet:  excessive 
U.S.  Coast  Guard  vessel  requirements.  Those  regulatory  requirements  -  governing  matters  such 
as  vessel  design,  equipment,  maintenance  and  inspection  -  are  imposed  on  U.S. -flag  liner 
vessels  but  not  on  foreign-flag  vessels.  They  do  not  contribute  to  marine  safety  but  they  add 
significantly  to  our  costs.  Without  relief  from  this  unnecessary  regulatory  burden,  U.S. -flag 
liner  vessels  can  not  be  on  a  level  playing  field  with  competing  foreign-flag  ships. 

Today  our  companies  have  the  choice  of  adding  new  vessels  to  our  fleet,  either 
as  U.S. -flag  vessels  or  imder  foreign-flag  registries.  The  competitive  disadvantage  on  U.S. -flag 
operations  due  to  these  regulations  is  so  serious  that  each  of  our  companies  considers  this  to  be 
one  of  the  problems  that  must  be  satisfactorily  resolved  before  it  could  place  new  vessels  under 
the  United  States-flag.  Thus,  as  a  public  policy  matter,  we  don't  see  how  the  United  States-flag 
liner  fleet  can  be  revitalized  if  this  problem  is  not  solved  -  before  this  Congress  adjourns.  In 
addition,  the  same  problem  and  burden  should  be  addressed  for  our  vessels  currently  under 
U.S. -flag  and  subject  to  these  unnecessary  burdens. 

One  year  ago,  on  June  17,  1993,  a  representative  from  Sea-Land  and  I  presented 
detailed  testimony  to  this  committee  on  this  problem.  We  discussed  the  extra  costs  imposed  on 
U.S. -flag  operators,  specifics  of  the  regulations  at  issue,  and  that  extra  requirements  imposed 
do  not  enhance  safety. 

In  my  testimony  today  1  will  not  describe  the  problem  in  detail  again,  but  will 
briefly  describe,  for  those  who  are  not  familiar,  the  basic  nature  of  the  problem.  I  particularly 
want  to  make  clear  that  this  is  not  a  safety  issue.  If  this  were  a  safety  issue,  the  Coast  Guard 
would  be  applying  these  regulations  to  the  foreign-flag  vessels  calling  our  ports  -  our 
competitors'  vessels.  But  they  don't.  This  is  merely  an  issue  of  costly,  excessive  regulation. 
And,  in  this  age  of  global  competition,  a  U.S. -flag  vessel  cannot  afford  to  carry  regulatory 
deadweight  while  it  is  doing  battle  in  the  marketplace  with  a  foreign-flag  vessel. 

The  bottom  line,  Mr.  Chairman,  is  that  everyone  in  this  room  who  cares  about 
revitalizing  the  U.S. -flag  liner  fleet  needs  to  do  whatever  it  takes  to  get  a  real  solution  to  this 

problem  in  place  before  Congress  adjourns.     We  need  to  close  down  what  tfes  been  a  long 
government  decisionmaking  process  and  put  a  firm,  satisfactory  solution  in  place. 

With  those  words  of  introduction,  let  me  turn  to  a  brief  description  of  the 
problem. 
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The  Problem  -  The  U.S.  Governinent  Requires  More  of  U.S. -Flag  Vessels  Than  Of  Foreign- 
Flag  Vessels.  Even  Though  There  Is  No  Safely  Benefit 

The  Coast  Guard,  on  behalf  of  our  nation,  generally  accepts  as  safe  foreign-flag 
vessels  which  call  at  U.S.  ports  so  long  as  they  meet  the  vessel  standards  imposed  by  the  flag 
nation.  Foreign  nations  generally  require  vessels  flying  their  flags  to  meet  standards  adopted 
by  the  International  Maritime  Organization  (IMO),  and  rely  on  classification  societies  to  inspect 
vessels  for  coinpliance  with  IMO  standards,  including  the  Safety  of  Life  At  Sea  (SOLAS) 
Convention  and  other  rules.  The  Coast  Guard  has  recently  taken  stronger  action  against  foreign 
registries  which  do  not  do  an  adequate  job  of  enforcing  IMO's  regulatory  requirements.  Let  me 
be  clear.    We  have  no  objection  to  that  and,  in  fact,  support  that  effort. 

Our  objection  is  that  the  Coast  Guard  imposes  requirements  which  are  in  addition 
to  and  different  from  international  norms  only  on  U.S. -flag  vessels.  These  differences  cover 
virtually  all  vessel  issues  -  design,  construction,  engineering,  equipment,  maintenance,  repair. 
And,  on  top  of  that,  by  relying  less  on  classification  societies  than  do  the  authorities  in  other 
nations,  the  Coast  Guard  effectively  requires  inspections  of  U.S. -flag  ships  which  are 
duplicative,  time  consuming  and  costly  compared  to  the  inspections  faced  by  vessels  flying  other 
flags. 

The  Coast  Guard's  recently  announced  and  commendable  initiative  to  inspect 
substandard  foreign-flag  ships  is  not  an  attack  on  the  standards  used  by  those  nations.  It  is 
instead  a  response  to  concern  that  those  standards  are  not  being  enforced.  So,  that  enforcement 
effort  actually  gives  recognition  to  the  international  standards  applied  to  foreign-flag  ships  by 
making  sure  that  they  are  enforced.  Further  evidence  that  the  international  standards  are  safe 
is  the  safe  operating  record  of  the  many  foreign-flag  liner  vessels  operated  by  companies  which 
also  operate  U.S. -flag  liner  vessels. 

In  short,  the  Coast  Guard  accepts  international  norms  for  foreign-flag  vessels 
calling  our  ports  every  day  of  the  year.  Those  vessels  carry  more  than  80  percent  of  our  foreign 
liner  trade,  and  95  percent  of  our  total  foreign  trade.  The  Coast  Guard  accepts  international 
standards  as  safe  unless  a  U.S. -flag  vessel  wants  to  use  them!  Then  our  government  requires 
more.    Mr.  Chairman,  we  don't  consider  that  to  be  logical  or  fair. 

How  much  does  this  regulatory  burden  cost  the  operator  of  U.S. -flag  liner 
vessels?  Our  two  companies,  based  on  real  world  experience,  including  the  pricing  of  contracts 
with  shipyards,  have  found  that  the  cost  is  considerable.  In  general,  we  believe  that  Coast 
Guard  vessel  rules  increase  the  initial  cost  of  acquiring  a  new  vessel  (no  matter  where  built)  by 
roughly  five  percent,  but  by  more  in  some  cases.  When  Sea-Land  asked  the  shipyard  building 
its  newly  ordered  vessels  how  much  more  it  would  cost  to  build  those  vessels  to  U.S.  standards, 
they  were  told  the  cost  would  be  $10  million  more  per  ship.  That  letter  is  attached  for  your 
reference.  In  addition,  ongoing  cost  differentials  imposed  on  U.S. -flag  vessels  by  the  difference 
between  Coast  Guard  requirements  and  international  norms  approximate  $100,000  per  year  per 
vessel.  For  a  fleet  of  25  U.S. -flag  vessels,  over  a  25  year  life  beginning  with  construction,  the 
cost  of  Coast  Guard  vessel  rules  can  easily  add  up  to  $200  million  plus  interest  over  the  cost  of 
foreign-flag  vessels.    This  is  a  huge  disadvantage  for  operators  of  U.S. -flag  fleets. 

As  to  safety,  let  me  emphasize  that,  today,  the  U.S. -flag  merchant  marine  has 
declined  to  a  point  where  roughly  96  percent  of  all  foreign  commerce  cargo  moved  in  and  out 
of  U.S.  ports  moves  on  foreign-flag  vessels,  vessels  following  the  international  vessel  norms, 
not  the  Coast  Guard  regulations.  And  the  Coast  Guard  accepts  those  foreign-flag  vessels  as  safe. 
So,  what  could  be  the  safety  threat  of  allowing  U.S. -flag  vessels  to  do  what  virtually  all  vessels 
calling  U.S.  ports  can  do?  We  don't  see  how  present  excessive  U.S.  vessel  regulations  could 
be  justified  on  safety  grounds  when  so  many  vessels  calling  U.S.  ports  follow  the  international 
norms  and  are  accepted  by  our  government  as  safe. 

And,  on  top  of  that,  our  companies  have  our  own  experience  operating  foreign- 
flag  vessels.  Our  fleets  are  not  entirely  U.S. -flag,  and  we  know  from  experience  that  use  of 
foreign  vessel  standards  has  no  adverse  impact  on  safety.  Let  me  be  clear  on  that.  Our 
companies  are  absolutely  committed  to  safe  vessel  operations.  We  wouldn't  be  satisfied  with 
foreign  vessel  norms  unless  we  were  convinced  that  they  provided  a  high  level  of  safety. 

Furthermore,  we  have  discussed  these  issues  with  our  shipboard  unions  and  they 
are  fully  supportive  of  our  efforts  to  eliminate  these  regulatory  burdens.  If  vessel  safety  were 
an  issue,  we  obviously  would  not  have  their  support. 
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It  Is  Time  To  Resolve  This  Issue 

This  situation  must  be  changed.   The  questions  are  how  and  when. 

Originally,  our  focus  was  on  a  regulatory  solution.  Over  27  months  ago,  APL 
and  Sea-Land  sent  a  list  of  roughly  300  vessel  regulations  to  the  agency  that  we  felt  should  be 
changed  -  and  could  be  without  impacting  vessel  safety. 

I  and  others  have  been  working  very  hard  with  the  agency  on  this  issue  throughout 
that  period.  I  believe  the  agency  now  better  understands  our  concerns  and  is  trying  to  fashion 
solutions.  In  particular,  the  Coast  Guard  has  been  developing  some  regulatory  guidance 
documents  that  hold  out  promise  of  providing  significant  help.  However,  this  Spring  we  decided 
that  the  record  of  movement  on  this  issue  was  such  that  we  could  not  look  solely  to  a  regulatory 
solution  to  achieve  prompt  and  positive  action. 

Legislation  is  necessary,  Mr.  Chairman,  if  there  is  to  be  any  chance  that  new 
vessels  presently  being  built  for  our  companies  are  to  be  placed  under  U.S. -flag.  Those  vessels 
are  being  built  to  the  less  costly  but  equally  safe  international  norms.  Our  companies  have  said, 
and  we  will  say  again  here,  that  among  the  prerequisites  to  our  being  able  to  flag  those  vessels 
U.S.  is  U.S.  government  acceptance  of  these  international  standards. 

We  testified  before  the  Senate  last  month  that  legislation  is  needed,  and  followed 
up  by  suggesting  to  Senate  and  House  staff  and  the  Administration  legislative  language  that 
would  close  this  regulatory  gap.  Within  the  last  month  we  have  had  serious  discussions  with 
the  Coast  Guard.  These  discussions  are  very  welcome.  We  have  always  been  committed  to 
working  with  the  Coast  Guard  on  this  issue.  We  are  very  open  to  suggestions  from  the  Coast 
Guard  for  different  combinations  of  legislative  and  regulatory  actions  on  vessel  standards  that 
will  allow  U.S. -flag  vessels  to  compete  on  a  level  playing  field  with  foreign-flag  vessels, 
consistent  with  safety;  that  includes  alternatives  to  what  we  have  already  suggested.  At  this  time 
we  believe  we're  making  process  in  these  discussions  but  we  don't  yet  have  alternative  language 
to  suggest.  However,  we  are  working  hard  to  develop  language  which  is  agreeable  to  the 
agency,  and  look  forward  to  providing  it  to  the  Congress,  as  an  alternative  to  what  we  have 
already  proposed,  as  soon  as  it  can  be  developed. 

Conclusion 

Mr.  Chairman,  we  deeply  appreciate  the  opportunity  to  appear  before  you  today 
to  reaffirm  that  the  burden  of  excessive  U.S.  vessel  standards  must  be  eliminated  as  part  of  the 
effort  to  revitalize  the  U.S. -flag  liner  fleet.  We  are  hopeful  that  the  increased  pace  of 
discussions  with  the  Coast  Guard  over  the  last  few  weeks,  and  the  continued  interest  of  this 
committee  and  others  in  the  Congress,  means  that  a  way  will  be  found  to  solve  this  problem 
before  Congress  adjourns  -  and  before  the  U.S. -flag  liner  fleet  disappears. 

That  concludes  our  prepared  statement.  At  this  time  I'd  be  pleased  to  respond 
to  any  questions  the  committee  may  have. 
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Mr.  Chairman,  I  am  Archie  Nichols,  Vice  President  of  Nichols 
Brothers  Boat  Builders  of  Freeland,  Washington  and  Portland, 
Oregon.  Our  company  has  built  many  of  the  vessels  that  propelled 
the  dramatic  growth  of  the  dinner  cruise  and  high  speed  ferry 
passenger  vessels  of  the  last  two  decades.  I'm  pleased  to  be  here 
today  representing  the  Passenger  Vessel  Association  (PVA) .  Last 
year  you  heard  from  our  fellow  PVA  member,  Mr  Tom  Carman  of  Delta 
Queen  Steamboat  Co.  This  year  I'd  like  to  give  you  another 
perspective  from  our  passenger  vessel  industry  regarding  the  Coast 
Guard's  regulatory  construction  standards. 

The  Passenger  Vessel  Association  is  the  national  trade 
association  of  the  passenger  vessel  industry,  representing  today 
some  400  U.S.  vessel  operating  companies  and  150  builders, 
designers  and  suppliers.  We  all  are  committed  to  maintaining  the 
domestic  passenger  vessel  industry's  record  of  achievement  with  its 
exemplary  safety  record  and  economic  viability. 

The  principal  guarantor  to  the  public  for  a  safe  cruise 
experience  is  the  vessel's  operator  and  his  or  her  corporate 
practices  and  business  principles.  Whether  sailing  for  pleasure, 
business  or  transportation,  the  public  can  look  to  the  vessel  owner 
for  assurance  that  their  safety  is  foremost  among  the  owner's 
concerns. 

The  construction  standards  that  the  Coast  Guard  establishes 
for  inspected  passenger  vessels  are  intended  to  insure  that  the 
vessels  designed,  built  and  outfitted  meet  certain  specific 
capabilities  of  stability,  seaworthiness,  fire  resistance,  life 
saving  capacity,  and  the  ability  to  survive  accident  or  the  rigors 
of  the  water  environment. 

Over  the  years,  the  partnership  between  industry  and  the  Coast 
Guard  has  given  us  an  unequalled  safety  record  for  the  millions  and 
millions  of  passengers  carried  each  year.  Based  on  that  record, 
it's  clear  that  we  do  not  need  additional  restrictions,  sanctions 
and  limitations.  Experience  has  shown  that  there  is  no  substantial 
or  significant  omission  in  law  or  regulation.  The  program  is 
mature  and  comprehensive.  The  current  issue  of  the  PROCEEDINGS  OF 
THE  MARINE  SAFETY  COUNCIL  lists  the  Coast  Guard's  measurable  goals 
for  the  commercial  vessel  safety  program  variously  as  "reductions", 
"improvements",  and  "eliminations".  For  the  passenger  vessel 
industry,  it  is  "prevent  passenger  vessel  casualties  with  major 
losses  of  life"  -  in  other  words,  maintain  the  status  quo. 

What  we  do  need  is  for  the  Coast  Guard  to  recognize  the 
advancement  of  knowledge  and  technology  that  has  taken  place  and  is 
taking  place  even  as  we  speak,  and  incorporate  the  new  technology 
into  regulations  in  a  timely  manner.  This  evolution  of  regulation 
should  insure  that  not  only  are  new  technologies  and  materials 
adopted  but  outdated  materials,  regulations  that  have  served  their 
purpose  or  regulations  which  have  lesser  cost/benefit  ratios  are 
eliminated.  Ideally,  what  we  would  have  over  time  is  a  dynamic 
body  of  regulation  which  is  shrinking  in  volume,  more  cost 
effective  and  current  with  the  state  of  technology  and  knowledge. 

We  also  need  policies  and  regulations  that  can  accommodate 
change.  The  reason  this  industry  has  grown  so  has  to  do  with 
industry  innovation  and  marketplace  demands  in  combination  with  the 
flexibility  that  is  built  into  some  existing  regulations. 
Regulation  and  policy  must  be  general  goal  statements  which  permit 
new  vessel  designs  which  could  not  have  been  anticipated  at  the 
time  the  regulations  were  written. 

The  advancement  of  technology  in  the  boat  building  field  has 
brought  about  some  new  and  unique  innovations,  which  will  both 
improve  shipyard  efficiency  and  maintain  high  levels  of  safety.  As 
an  example,  my  company  which  specializes  in  light  weight  aluminum 
construction  has  entered  into  a  partnership  with  a  fiberglass  boat 
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building  company.  The  Coast  Guard  has  granted  us,  through  this 
partnership,  approval  for  the  first  ever  Coast  Guard  certificated 
fiber  glass  hulled  vessel  that  will  be  certified  for  more  than  149 
passengers.  Although  the  regulations  specifically  prohibit  the  use 
of  hull  materials  other  than  steel  or  its  equivalent  for  the 
construction  of  any  vessel  carrying  more  than  150  passengers,  the 
Coast  Guard  Merchant  Marine  Technical  Division  office  has  worked 
with  us  to  gain  approval  of  the  fiberglass  hulled  vessel,  on  the 
basis  of  an  equivalent  level  of  safety.  The  fiberglass  hull  of 
this  concept  vessel  provides  a  low  cost  lightweight  alternative  to 
labor  intensive  aluminum  construction,  and  the  aluminum 
superstructure  and  special  fire  prevention  techniques  provide  high 
levels  of  fire  protection  and  passenger  safety.  Although  the  rules 
virtually  would  not  allow  for  the  proposed  boat  to  be  built,  we 
have  successfully  negotiated  a  reasonable  solution.  What  I  have 
just  described  is  an  example  of  how  the  regulators  should  work  with 
those  who  are  being  regulated. 

Finally,  we  need  to  remain  cost  accessible.  A  domestic 
passenger  vessel's  prime  competitors  are  not  necessarily  other 
similar  boat  operations,  but  restaurants,  amusement  parks,  fairs, 
tours,  casino  vessels  and  dozens  of  other  leisure  time  activities 
that  compete  for  the  consumer's  discretionary  income.  The  capacity 
of  our  industry  to  comply  with  law  and  regulation  is  finite  and 
limited.  New  initiatives,  therefore,  must  be  carefully  weighed.  We 
cannot  afford  outdated  regulation;  we  cannot  afford  redundant 
regulation;  we  cannot  afford  inefficient  regulation;  we  cannot 
afford  regulation  which  blocks  technological  advancement;  and  we 
cannot  afford  regulation  for  show. 

The  Coast  Guard  Marine  Safety  offices  generally  have  worked 
well  and  cooperatively  with  our  industry,  sharing  common  goals 
which  are  dedicated  to  a  safe  environment  for  the  passengers.  The 
relationship  often  has  been  an  example  of  how  Government  and 
industry  can  work  together  as  a  team,  rather  than  as  adversaries. 
This  operating  environment  must  be  broadened  further,  however, in 
order  to  assure  the  continued  success  of  our  business. 

Just  over  a  year  ago,  we  were  invited  to  testify  on  Coast 
Guard  construction  standards  for  the  first  time.  We  appreciated 
that  invitation  and  feel  that  the  opportunity  led  to  a  constructive 
new  dialogue  interactions  between  the  domestic  passenger  vessel 
industry  and  the  Coast  Guard.  It  was  clear  then  that  the  domestic 
passenger  vessel  industry  had  different  concerns  and  needs  than  the 
deep  draft,  sea  going  fleet  which  is  the  primary  intended 
beneficiary  of  the  Coast  Guard's  Maritime  Regulatory  Reform. 

Since  last  year  we  and  the  Coast  Guard  have  found  an  interim 
solution  for  our  concerns  about  International  Maritime  Organization 
(IMO)  based  stability  criteria  applied  to  domestic  vessels.  This 
proposed  regulation  demonstrated  that  most  IMO  standards  are  not 
directly  applicable  to  domestic  passenger  vessel  construction  and 
operation.  We  and  the  Coast  Guard  also  have  agreed  on  a  policy 
that  t-armits  equivalency  determinations  for  domestic  excursion 
vessels  which,  because  of  high  passenger  counts,  cannot  comply  with 
the  formula  driven  dimensions  of  the  Subchapter  H  structural  fire 
protection  regulations. 

The  new  HSC  (High  Speed  Craft)  code  developed  by  the  IMO  is 
useful  and  necessary  for  construction  and  operation  of  high  speed 
vessels  which  operate  on  an  international  route.  Use  of  this  code, 
however,  as  guidance  for  construction  and  operation  of  domestic 
high  speed  craft  is  not  practical  and  the  code  is  not  necessarily 
directly  transferable. 

Many  of  the  domestic  high  speed  passenger  vessels  operate  on 
short  or  protected  routes  where  such  guidelines  would  be  extreme 
and  excessive.  My  company  is  currently  building  the  first  U.S. 
vessel  under  this  new  code.  We  have  gone  around  in  regulatory 
circles  for  the  past  year  and  a  half.  Not  only  had  the  HSC  code 
guidelines  been  required  as  regulatory  guidance  for  this  vessel, 
but  also  any  other  requirements  that  were  considered  necessary  by 
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the  Coast  Guard  office.  The  process  has  been  very  difficult  and 
expensive.  Whereas  a  similar  vessel  built  to  conventional 
regulations  would  cost  about  $10  to  $11  million  dollars,  this 
vessel  will  finish  at  around  $15  million. 

If  the  IMO  HSC  code  is  to  be  adopted,  we  the  industry  want 
input  into  its  implementation.  This  could  be  done  by  a  forum, 
composed  of  various  industry  experts,  to  discuss  specific  items  of 
that  code  and  their  applicability  to  domestic  safety  standards. 

We  participated  in  the  Coast  Guard's  public  meeting  on  the 
regulatory  process  last  September  and  have  high  hopes  for  improved 
communication  opportunities  within  the  rulemaking  process.  One  of 
the  problems  with  the  regulatory  process,  as  it  is  currently 
practiced,  is  that  at  the  time  industry/Coast  Guard  dialogue  would 
be  most  meaningful,  the  Coast  Guard  feels  compelled  to  withdraw 
because  of  its  interpretation  of  ex  parte  communications.  There 
needs  to  be  more  opportunity  for  consultation  during  the 
conceptualization,  development,  drafting,  refinement  and 
finalization  of  contemplated  regulations. 

The  Supplementary  Notice  of  Proposed  Rulemaking  for  the 
Inspection  and  Certification  of  Small  Passenger  Vessels, 
Subchapters  T  and  K,  was  released  in  January.  This  long  delayed 
rewrite  of  the  regulations  covering  small  passenger  vessels 
contains  many  positive  changes,  including  three  year  inspection 
cycles,  longer  dry  dock  intervals,  a  more  reasoned  proposal  on 
primary  lifesaving  equipment  and  greater  acceptance  of  commercially 
available  finishing  materials,  among  others  things.  These  proposed 
regulations  start  to  recognize  the  reality  of  technology  and  the 
environment  in  which  we  operate.  The  regulations  still  fall  short, 
however,  in  many  areas.  The  principal  shortcoming  is  that  the 
structural  fire  standard  is  not  approached  in  a  systematic  way  but 
is  a  potpourri  of  prevention,  detection,  control,  extinguishment, 
material  and  capacity  limitations  -  requirements  in  many  instances 
more  restrictive  than  SOLAS  or  Subchapter  H.  The  regulations  are 
also  heavily  oriented  to  specific  prescriptive  standards  rather 
than  goals,  in  conflict  with  Executive  Order  12866*  and  the  Coast 
Guard's  own  policy  directives. 

Our  members,  other  organizations  and  individuals  have 
commented  extensively  during  a  schedule  of  seven  public  hearings.. 
We  now  look  forward  to  the  Coast  Guard's  adoption  of  those  industry 
comments.  Because  of  the  significance  of  the  changes  we  seek,  we 
have  asked  the  Coast  Guard  to  provide  another  industry  review 
before  the  regulations  are  issued  in  any  type  of  final  form.  We 
will  certainly  keep  this  Subcommittee  advised  as  the  process 
continues  towards  its  conclusion. 

While  our  industry's  experience  with  the  Coast  Guard  largely 
has  been  positive  this  year,  wooden  passenger  vessel  owners  faced 
a  dramatically  changed  relationship  with  the  Coast  Guard  as  a 
result  of  the  loss  of  the  EL  TORO  II  last  December.  What  we  in  the 
domestic  small  passenger  vessel  industry  experienced  was  some 
significant  instances  of  overreaction  to  that  tragic  accident. 
Certificates  of  Inspection  were  pulled  without  explanation.  Some 
owners  experienced  what  best  can  be  termed  a  campaign  to  drive 
wooden  passenger  vessels  from  the  inspected  fleet,  as  if  the  Coast 
Guard  suddenly  lost  faith  in  wood  boat  building  as  a  type  of 
construction  suitable  for  passenger  service. 

The  accident  involving  the  EL  TORO  II,  as  we  understand  the 
circumstances,  was  a  series  of  human  acts  of  omission  and 
commission.  Human  failures  led  to  the  loss  of  the  vessel  and  three 
lives,  not  a  failure  of  any  construction  standard. 

We  found  the  retaliation  against  wooden  vessels  in  general 
surprising  since  the  Coast  Guard's  own  figures  show  that  wood  is 
the  primary  hull  material  in  the  small  passenger  vessel  fleet.  In 
December  1990  these  vessels  comprised  27%  of  the  fleet  with 
aluminum  vessels  second  at  25  %  of  the  fleet.  Wooden  vessels  are 
a  significant  part  of  and  can  claim  a  share  of  the  industry's 
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exemplary  safety  record.  Any  incident  of  human  failure  through 
omission  and  commission,  however  unfortunate,  should  be  viewed  in 
context  and  not  be  permitted  to  drive  the  wooden  fleet  from  the 
water. 

We  must  eliminate  the  perception  that  industry  by  proposing 
change  to  or  deviation  from  current  construction  regulations  is 
somehow  avoiding  or  acting  contrary  to  the  public  interest.  It  is 
the  maintenance  of  outdated  regulation  and  the  proliferation  of  ad 
hoc  and  unpublished  policy  incident  to  plan  approval  activities 
that  is  not  in  the  public  interest.  Our  industry  is  motivated  to 
seek  change  to  use  new  knowledge  and  technology,  improve 
construction  and  outfitting  processes,  achieve  new  vessel  uses, 
minimize  costs  and  compete.  Yet  the  Coast  Guard  has  a  tendency  to 
view  new  initiatives  as  rule  beating,  or  seize  upon  them  as  an 
opportunity  to  add  yet  another  layer  of  regulation  rather  than  as 
an  equivalent  to  or  an  improvement  of  existing  regulation. 

Executive  Order  12866  and  Commandant  Instruction  5420.32** 
encourage  the  development  and  adoption  of  industry  consensus 
standards  in  lieu  of  regulation.  Formation  of  the  National  Fire 
Protection  Association  Committee  on  Merchant  Vessel  Fire  Protection 
announced  by  the  Coast  Guard  in  the  FEDERAL  REGISTER  of  March  2, 
1994  is  a  good  example.  We  intend  to  participate  enthusiastically 
as  an  organization  and  through  our  interested  members.  However, 
there  is  a  corresponding  burden  on  the  Coast  Guard  that  is  not  well 
recognized.  The  more  the  regulations  reference  consensus 
standards,  the  greater  the  training  load  on  the  Coast  Guard.  The 
Coast  Guard  is  already  overtaxed  just  teaching  the  basics  of 
regulation,  policy  and  process  to  its  inspection  personnel. 

We  do  not  support  delegation  of  passenger  vessel  safety 
inspection  activities  to  third  parties.  Delegation  to  third 
parties  leads  to  loss  of  regulator  expertise,  loss  of  regulator 
sensitivity  and  loss  of  direct  accountability.  Our  industry  finds 
itself  less  able  to  communicate  with  the  government  agency  that 
controls  its  destiny. 

Last  June  we  laid  out  the  Association's  vision  of  the 
government's  future  regulatory  safety  role  for  this  subcommittee: 

Eventually,  we  believe  that  the  marine  safety  program  must 
move  towards  industry  execution  under  government  delegation. 
Escalating  costs  of  government,  the  rising  cost  of  maintaining 
a  full  range  of  marine  specific  standards  and  the  need  to 
capitalize  on  the  breadth  and  depth  of  industry  expertise  and 
experience  will  move  us  in  that  direction. 

Our  Association  position  is  that  when  it  becomes  necessary  or 
desirable  for  the  Coast  Guard  to  withdraw  from  any  aspect  of 
passenger  vessel  regulation,  the  first  decision  must  be  whether 
that  function  can  be  eliminated  entirely.  Some  areas  of  regulation 
long  ago  achieved  their  goals  and  are  no  longer  relevant  to  safety. 
If  a  function  must  continue,  then  delegation  to  industry  through 
self  certification  or  to  industry  professionals  serving  under  some 
agent  relationship  must  be  considered.  Under  the  direction  of  Mr. 
Bill  Dow  and  Mr.  Gordon  Stevens,  New  Orleans  Steamboat  Company,  a 
PVA  member,  currently  is  engaged  in  developing  a  cooperative 
inspection  program  with  the  New  Orleans  Marine  Safety  Office  as  a 
first  step  in  this  process. 

In  the  passenger  vessel  industry,  Congress  has  a  proactive 
opportunity  to  reduce  regulation,  simplify  compliance,  conserve 
resources  and  promote  business  growth  by  changing  existing 
regulatory  tonnage  concepts  and  tonnage  thresholds.  To  do  this. 
Congress  needs  to  change  or  remove  vessel  manning  statutes  from  the 
United  States  Code.  The  statutes  that  dictate  specific  manning 
requirements,  conditions  and  limitations  for  vessels  of  100  or  more 
gross  tons  are  inappropriate  for  today's  domestic,  excursion,  short 
voyage,  passenger  vessel  operations.  These  statutes  serve  no 
function  in  modern  domestic  passenger  vessel  operations  and  the 
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issue  would  be  better  addressed  through  regulation  under  broad 
legislative  guidance  to  the  Secretary.  In  this  regard,  we  are 
encouraged  that  the  Coast  Guard  appears  to  be  taking  one  small  step 
in  this  direction  through  the  draft  legislation  on  manning  statutes 
it  anticipates  sending  to  Congress  in  the  near  future. 

Because  existing  statutes,  written  in  an  era  of  vessels  and 
trades  that  no  longer  exists,  impose  great  cost  with  little 
relation  to  modern  vessel  construction  technology  and  provide  no 
safety  benefit,  a  substantial  part  of  the  domestic  passenger  vessel 
industry  avoids  them  by  building  vessels  under  100  gross  tons.  The 
need  to  build  to  small  passenger  vessel  rules  to  control  outdated 
manning  costs  has  not  short  changed  the  public  as  our  safety  record 
attests.  It  has  enabled,  however,  the  growth  of  one  segment  of  the 
U.S.  maritime  industry. 

Building  vessels  to  small  passenger  vessel  rules  through 
tonnage  management  techniques  involves  capital  costs  for  additional 
hull  material  which  does  not  add  to  the  strength  of  the  vessel  and 
creates  substantial  areas  of  unusable  space.  It  does,  however, 
avoid  a  lifetime  of  unnecessary,  day  in  and  day  out  crew  costs.  If 
the  vessels  could  be  built  to  standards  of  an  updated  Subchapter  H, 
and  manned  with  concurrently  updated  requirements  reflecting  modern 
technology,  the  mysteries  of  tonnage,  the  need  for  new  Subchapter 
K,  a  multitude  of  ad  hoc  policies,  unproductive  design  and 
construction  costs  and  a  large  measure  of  misunderstanding  between 
our  industry  and  the  Coast  Guard  would  evaporate. 

One  PVA  member  in  a  comment  to  the  Small  Passenger  Vessel 
Inspection  and  Certification  proposed  regulation  docket  detailed  a 
rationale  and  potential  solution  for  these  problems.  We  would  be 
happy  to  provide  his  comments  for  your  information. 

The  Passenger  Vessel  Association  represents  an  innovative  and 
growing  industry  with  —  we  believe  —  a  brilliant  future.  Our 
nation's  overloaded  highways  have  spawned  a  public  demand  for 
commuter  ferry  boats  in  cities  where  navigable  waterways  will  allow 
them.  Dinner  cruise  vessels,  excursion  boats,  mini-cruises  ships, 
gaming  boats,  small  ferry  boats  and  other  such  passenger  boats  have 
safely  and  efficiently  filled  a  specialized  market  niche,  while 
also  providing  many  thousands  of  needed  jobs. 

By  maintaining  a  positive  and  cooperative  regulatory 
environment  that  allows  a  common  sense  approach  to  passenger  vessel 
safety,  we  will  not  only  continue  to  flourish  as  one  of  the  safest 
passenger  vessels  fleets  in  the  world,  but  also  provide  some  much 
needed  help  to  our  suffering  ship  building  industry. 

We  appreciate  the  opportunity  share  our  views  with  you  today. 
It  is  out  hope  that  any  future  regulatory  activity  will  be  directed 
towards  the  enhancement  of  the  economic  growth  in  the  passenger 
vessel  industry,  hand-in-hand  with  protection  of  persons  and  the 
environment. 


*Executive  Order  12866,  "Regulatory  Planning  &  Review",  is  the 
national  statement  of  regulatory  philosophy  and  lists  twelve 
principles  of  regulation.  Regulations  which  comply  with  this  order 
meet  the  legitimate  needs  of  the  public,  while  minimizing 
compliance  impact,  undesirable  side  effects  and  duplication. 

**Commandant  Instruction  5420.32,  "Standards  Program  for  Marine 
Safety,  Security  and  Environmental  Protection  Programs",  repeats 
the  requirements  of  Executive  Order  12866  and  0MB  Circular  A-119  as 
guidance  for  Coast  Guard  regulatory  actions. 
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The  Offshore  Marine  Service  Association  (OMSA)  represents  more  than  270  companies  that 
operate  special  purpose  vessels,  or  provide  equipment,  services  and  supplies,  in  support  of 
offshore  oil  and  gas  operations,  worldwide.  Among  OMSA's  members  are  a  number  of  small  and 
intermediate  size  shipyards,  many  of  which  specialize  in  the  construction  and  repair  of  these 
specially  designed  offshore  service  vessels.  Cumulatively,  these  shipyards  employ  thousands  of 
U.S.  shipyard  workers  and,  indirectly,  are  responsible  for  thousands  more  support  jobs. 

OMSA  has  been  asked  to  comment  and  offer  recommendations  on  ways  to  improve  U.S. 
shipbuilding  standards  and  requirements  in  an  effort  to  make  them  more  efficient  and  less  costly, 
while  maintaining  vessel  safety  and  maintainability. 

We  thank  the  Chairman,  and  the  members  of  this  subcommittee,  for  this  important  oppormnity, 
and  we  respectfully  offer  the  following  comments  and  recommendations. 

First,  it  should  be  noted  that  the  large,  U.S.  fleet  of  special  purpose  offshore  service  vessels  is 
fast  approaching  obsolescence.  For  all  practical  purposes,  no  new  vessels  have  been  built  in  15 
years.  Our  boats,  on  average,  are  14  years  old,  and  have  a  normal  service  life  of  20  years. 
Ninety-five  percent  of  these  OSV's  have  been  designed,  built  and  operated  under  the  U.S.  tonnage 
admeasurement  system  and  regulations  related  to  tonnage  thresholds  thereunder,  including 
licensing,  manning,  etc.  U.S.  OSV's  are  certificated  as  motor  vessels  of  not  more  than  500  gross 
tons,  under  the  U.S.  tonnage  (U.S.  regulatory)  admeasurement  system. 

After  July  18,  1994,  however,  new  U.S.  vessels  to  be  constructed  from  thereon  that  would 
operate,  or  want  the  capability  to  operate,  in  foreign  waters,  must  mandatorily  be  admeasured 
under  the  International  Tonnage  Convention  (ITC)  system  and  would  have  to  operate,  in 
international  waters,  under  regulations,  i.e.  crew  licensing,  etc.,  tied  to  that  (ITC)  admeasurement 
system. 

The  two  systems  of  tonnage  admeasurement  vary  greatly.  The  same  vessel,  or  different,  but 
virmally  indistinguishable  vessels,  could  obtain  vastly  different  tonnage  measurements  under  the 
two  systems,  triggering  arbitrary  and  problematic  consequences. 

Time  is  of  the  essence,  therefore,  and  we  need  your  help.  Our  design  and  purpose  is  to  reconcile 
the  application  of  the  two  systems,  so  as  to  avoid,  or  at  least  minimize,  the  negative  impact  on 
both  the  existing  U.S.  fleet  of  offshore  service  vessels,  and  the  new  prospective  fleet. 

There  are,  therefore,  two  imminent,  urgent  requirements: 

The  United  States  must,  in  effect,  1)  protect  the  sizeable  existing  fleet  from  any  arbitrary,  negative 
impact  coming  from  the  implementation,  as  of  July  18,  1994,  of  the  International  Tonnage 
Convention,  and  2)  encourage  the  construction  of  efficiently  designed  offshore  service  vessels  in 
U.S.  shipyards,  so  that  these  vessels,  and  their  crews,  are  optimally  competitive  in  international 
markets. 

The  United  States  Coast  Guard  and  the  Offshore  Marine  Industry  have,  for  numerous  years, 
struggled  with  the  enormously  complex  problem  of  converting  the  offshore  marine  industry  from 
utilization  of  the  U.S.  Standard  tonnage  admeasurement  system  to  the  International  Tonnage 
Convention  (ITC)  admeasurement  system.  The  ramifications  are  deep,  complicated  and 
innumerable.  Reconciliation  of  the  two  admeasurement  systems  is  not  necessarily  easy  or 
consistent.  Because  of  the  complex  nature  of  the  problem,  an  overall,  general  resolution  has  been 
either  unattainable  or  repeatedly  postponed,  even  avoided. 

Certain  of  the  more  obvious  and  problematical  ramifications  have  matured  and  must  be  addressed 
now.  Certain  decisions  must  be  made.  As  a  practical  matter,  they  simply  can  be  delayed  no 
longer.   The  main  reason  is  the  following: 

On  July  19,  1994,  the  International  Tonnage  Convention  (ITC),  ratified  by  the  U.S.  government, 
will  come  into  full  force,  with  the  result  that  U.S.  flag  vessel  operators,  on  that  date,  will  be  faced 
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with  changes  which  acutely  impact  upon  them,  either  directly  or  indirectly.  Many  of  the  issues 
which  they  must  deal  with,  either  in  the  short  or  long  term,  are  "tonnage  sensitive".  The  issues 
in  question  impact  upon  U.S.  offshore  marine  operations,  worldwide,  with  respect  to  vessel 
manning,  licensing,  construction  and  initial  design.  Even  decisions  whether,  and  certainly  how, 
to  build  new  vessels  for  this  special  purpose  industry  would  come  into  play.  Singularly  or 
cumulatively,  these  factors  could  involve  great  expense,  the  loss  or  gain  of  jobs,  affect  career 
paths  (i.e.,  license  qualifications  such  as  "sea  service"  requirements)  and  have  other,  serious 
implications  for  the  offshore  marine  service  and  small  vessel  sectors.  The  competitive  position, 
indeed  the  general  health  of  the  largest  national/international  U.S. -flag  fleet  of  vessels,  -  that  is 
the  U.S.  offshore  marine  service  industry  -  is  affected  and  requires  immediate  attention. 

Consequently,  the  U.S.  Coast  Guard  and  the  offshore  marine  service  industry  have  collaborated 
in  order  to  quantify  certain  gaps  which  must  be  identified  and  bridged  in  order  to  avoid  critical 
conflicts  emanating  between  U.S.  regulations  and  the  requirements  of  certain  international 
conventions,  both  of  which  are  often  related  to,  and  controlled  by,  vessel  tonnage  thresholds,  with 
different,  contradictory  results  with  respect  to  the  same  -  or  nearly  identical  -  vessels.  Without 
these  careful  surgical  initiatives,  this  huge,  viable  sector  of  the  U.S.  merchant  marine  could  be 
seriously  and  unnecessarily  impacted,  all  because  of  the  highly  arbitrary  and  largely  theoretical 
differential  between  the  U.S.  admeasurement  system  and  the  international  admeasurement  system 
established  in  the  International  Tonnage  Convention  (ITC)  which,  as  indicated  above,  comes  into 
effect  as  of  July  18.  1994. 

Unfortunately,  there  is  no  direct  correlation  between  the  formulae  used  in  determining  a  vessel's 
tonnage  under  the  U.S.  Standard  admeasurement  system  and  the  ITC  admeasurement  system. 
This  makes  it  difficult  to  effect  the  transition  between  the  two  admeasurement  systems  in  a  simple, 
comparative  tonnage  "table". 

Your  assistance  is  essential  to  the  resolution  of  the  dilemma  created  by  the  application  of  the  two 
different  admeasurement  systems,  which  result  in  different  ramifications  in  domestic  and 
international  areas  when  applied,  literally  and/or  figuratively  to  operations  of  the  same,  or  an 
nearly  identical,  vessel,  by  the  same  crew.  For  example,  then,  please  refer  to  the  illustration  in 
our  testimony  comparing  two  vessels,  virtually  identical,  but  constructed  and  admeasured  under 
the  different  systems. 


U.S.  Regulatory 

ITC 

Construction 

Construction 

Vessel  "A" 

Vessel  "B" 

Length 

240  ft. 

234  ft. 

Beam 

52  ft. 

52  ft, 

Depth  (Tonnage  Deck) 

18.5  ft. 

21.75  ft. 

Draft  (Approx.) 

15.5  ft. 

15  ft. 

Lightship  (Vessel  weight) 

2250  Long  Tons 

1300  Long  Tons 

Deadweight          (Cargo 

1527  Long  Tons 

2388  Long  Tons 

capacity) 

Displacement  (Max.  Draft) 

3777  Long  Tons 

3688  Long  Tons 

U.S.  Tonnage 

497  Gross  Tons 

1410  Gross  Tons 

ITC  Tonnage 

1557  Gross  Tons 

1942  Gross  Tons 

As  can  be  seen  in  the  example  above.  Vessel  "A"  and  Vessel  "B"  have  virtually  the  same  prmcipal 
dimensions,  in  terms  of  length,  beam  and  draft.  Vessel  "A"  was  designed  to  meet  the  statutory 
definition  of  an  OSV  (less  than  500  gross  tons).  Vessel  "B"  was  designed  to  achieve  maximum 
efficiency  and  cost-effectiveness,  while  meeting  all  pertinent  international  requirements.  Even 
though  these  two  vessels  are  virmally  the  same  size,  which  is  confirmed  by  a  comparison  of  their 
respective  displacement  tonnages.  Vessel  "B"  does  not  meet  the  statutory  definition  of  an  OSV. 
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Although  Vessel  "A"  can  be  designed  to  meet  the  statutory  definition  of  an  OSV  and  comply  with 
the  international  requirements  invoked  by  its  ITC  tonnage,  the  cost  of  constructing  such  a  vessel 
is  10  -  15%  greater  than  the  cost  of  constructing  Vessel  "B". 

There  are  other  "tonnage  sensitive"  ramifications  regarding  the  differences  in  the  construction  and 
admeasurement  systems  used  for  these  two  vessels: 

Environmental  Protection  -  The  design  of  Vessel  "A"  requires  the  use  of  additional  steel 
for  deep  frames  and  strategically  located  bulkheads  to  meet  the  statutory  definition  of  an 
OSV,  which  results  in  a  vessel  weight  (Lightship  tonnage)  that  is  70%  greater  than  Vessel 
"B".  The  effect  of  adding  this  additional  steel  results  in  higher  fuel  consumption  to  propel 
the  vessel  and,  consequently,  greater  air  pollutant  emissions  than  Vessel  "B". 

Human  Resources  -  In  addition  to  the  construction,  environmental  and  regulatory 
implications,  the  issue  of  human  resources  is  critical,  particularly  as  it  relates  to  licensing 
and  manning  requirements.  Vessel  "B"  must  be  operated  in  U.S.  waters  by  a  Master 
holding  a  1600  ton  license,  while  Vessel  "A"  can  be  operated  by  a  Master  with  a  500  ton 
license,  although  it  is  commonplace  for  the  Master  to  hold  a  1600  ton  license.  However, 
if  either  vessel  is  to  be  operated  in  foreign  waters,  the  vessel's  ITC  tonnage  is  used  to 
determine  the  requisite  license  required  of  the  Master.  In  this  case,  the  Master  that 
operated  Vessel  "B"  in  U.S.  waters,  eminently  qualified  in  terms  of  his  license  and 
particular  training/skills,  is  not  "qualified"  to  operate  the  vessel  in  foreign  waters. 
Compounding  the  matter  further,  under  current  law,  the  Coast  Guard  maintains  that 
licensed  officers  who  possess  the  necessary  license  to  operate  the  vessel  in  foreign  waters 
cannot  use  the  sea  service  time  acquired  on  Vessel  "B"  to  advance  their  license,  due  to  the 
regulatory  tonnage  of  the  vessel  and  current  U.S.  licensing  stamtes,  which  are  controlled 
by  tonnage  considerations.  This  simation,  under  the  current  stamtes,  effectively 
disenfranchises  existing,  specially  trained  and  licensed  mariners  and  does  not  provide  a 
career  path  for  future  mariners. 

USCG  Regulations  -  The  Coast  Guard  recognizes  that  the  operations  and  characteristics 
of  OSV's  do  not  warrant  the  application  of  the  regulations  established  in  Subchapter  I  of 
Title  46  of  the  Code  of  Federal  Regulations  and  has  therefore  proposed  separate 
regulations  to  be  incorporated  into  a  new  Subchapter  L  of  that  Title  that  take  into 
consideration  the  special  nature  and  function  of  these  specially  designed,  special  purpose 
vessels.  It  is  expected  that  the  new  Subchapter  L  regulations  will  be  issued  as  an  Interim  • 
Final  Rule  later  this  year.  Since  Vessel  "B"  does  not  meet  the  stamtory  definition  of  an 
OSV,  it  would  be  subject  to  inspection  under  Subchapter  I,  which  is  more  pertinent  to 
container  ships  and  other  "deep  sea"  cargo  vessels  than  to  OSV's  and  with  which 
regulations,  it  is  physically  impossible  for  our  vessels  to  comply.  Consequently,  since  we 
are  not  physically  able  to  comply,  that  non-compliance  or  incapacity  would  result  in  our 
vessels  being  considered  as  operating  in  violation  of  USCG  and  other  federal  regulations 
and,  therefore,  to  be  operating  in  violation  of  our  insurance  covenants,  viz.  arguably 
without  insurance. 

Many  of  the  most  critical,  immediate  problems  outlined  above  arising  from  the  arbitrary  conflicts 
between  the  two  admeasurement  systems,  can  and  would  be  resolved,  with  respect  to  new 
construction,  and  related  problems,  discussed,  by  the  enactment  of  technical,  corrective  legislative 
changes  to  Title  46,  United  States  Code,  without  creation  of  unnecessary  confusion  and  conflict 
with  respect  to  the  important,  existing  fleet  of  vessels. 

Toward  that  end,  OMSA  has  worked  with  the  Coast  Guard  and  members  of  the  staff  of  this 
subcommittee  and  the  full  committee  to  specifically  address  the  most  immediate  and  future  needs 
of  our  industry  to  improve  shipbuilding  techniques  through  modifications  in  the  regulatory  process 
and  to  remove  obstacles  to  competing  more  effectively  in  the  international  market.  We  have  done 
this  through  a  careftil  analysis  of  the  most  pertinent  issues,  while  addressing  concerns  regarding 
the  safety  and  environmental  protection  responsibilities  of  offshore  vessel  operators. 
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In  conclusion,  we  believe  that  this  proposal,  through  these  technical  accommodations,  will  serve 
to  enhance  the  competitive  position  of  the  offshore  marine  service  industry,  open  new  markets  for 
U.S.  shipyards,  provide  and  protect  employment  opportunities  for  U.S.  merchant  mariners  and 
shipyard  workers,  and  meet  our  responsibility  to  build  and  operate  vessels  in  a  safe  and 
environmentally  conscious  manner. 

Mr.  Chairman,  members  of  the  subcommittee,  thank  you  for  the  oppormnity  to  comment  on  this 
very  important  matter.  We  would  be  pleased  to  answer  any  questions  that  you  may  have. 
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UNITED  STATES  MARINE  SAFETY  ASSOCIATION 

STATEMENT  OF 

DAVID  B.  SMITH,  PRESIDENT 

ON 

UNITED  STATES  SHIPBUILDING  REQUIREMENTS 

BEFORE  THE 

SUBCOMMITTEE  ON  COAST  GUARD  AND  NAVIGATION 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

JUNE  22,  1994 


Good  morning,  Mr.  Chairman.  It  is  a  pleasure  to  appear  before 
this  distinguished  Subcommittee  today,  and  to  discuss  proposed 
changes  to  regulations  affecting  the  United  States  shipbuilding 
industry  and  its  operators. 

I  am  speaking  to  you  today  as  President  of  the  United  States 
Marine  Safety  Association.  The  USMSA  consists  of  more  than  145 
companies  and  marine  safety  professionals  who  are  involved  in 
either  the  design  and/or  manufacture  of  marine  safety  equipment,  or 
provide  training  and  other  professional  services  specifically  in 
the  field  of  marine  safety.  The  Association  is  dedicated  to 
promoting  the  highest  possible  marine  safety  standards  and  creating 
wide-spread  awareness  in  the  use  of  marine  safety  equipment. 

We  understand  that  the  Subcommittee  on  Coast  Guard  and 
Navigation  may  be  considering  a  change  in  46  U.S.C.  §  3306(b)  to 
include  the  language: 

"The  Secretary  may  accept  approvals  of  fire  and 
life  safety  equipment  and  materials  issued  by 
foreign  governments  which  the  Secretary  determines 
utilize  design  and  testing  standards  that  meet  the 
requirements  of  the  International  Convention  for 
the  Safety  of  Life  at  Sea,  Chapters  II/2  and  III 
and  their  associated  International  Maritime 
Organization  guidance  documents." 
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For  the  record,  please  let  me  state  that  the  members  of  this 
association  are  supportive  of  the  initiatives  of  this  committee  and 
the  U.S.C.G.  We  recognize  the  value  to  our  industry  in  removing 
unnecessary  barriers  to  competitive  shipbuilding  in  the  U.S.  Our 
members  and  industry  can  only  benefit  from  these  efforts. 

However,  in  reference  to  revising  subsection  (b)  ,  we  strongly 
urge  the  Committee  to  accept  the  following  proposed  amendment  to 
this  subsection: 

(b)  "Abandon-ship  survival  equipment  subject  to 
regulation  under  this  section  may  not  be  used  on  any 
vessel  without  prior  approval  as  prescribed  by 
regulation.  The  Secretary  may  accept  approvals  of  other 
equipment  and  materials  issued  by  foreign  governments 
which  the  Secretary  determines  utilize  design  and  testing 
standards  that  meet  the  requirements  of  the  International 
Convention  for  the  Safety  of  Life  at  Sea,  Chapters  II/2 
and  III  and  their  associated  International  Maritime 
Organization  guidance  documents." 

Over  the  years,  the  U.S.C.G.  has  interpreted  the  SOLAS  rules 
to  the  very  highest  standards  in  order  to  protect  the  American 
public.  After  each  major  tragedy,  boards  of  inquiry  are  introduced 
to  investigate  and  review  existing  regulations  and  provide  their 
recommendations  for  better  safety  systems,  products,  or  rules. 
These  recommendations  are  reflected  in  U.S.C.G.  regulations  that 
exceed  the  SOLAS  minimums  for  abandonment  lifesaving  equipment. 
Our  standards  are  intended  to  save  lives  of  American  mariners  in 
the  most  hazardous  of  situations.  The  U.S.C.G.  and  we  in  industry 
have  seen  many  instances  of  equipment  with  approvals  by  foreign 
government  which  neither  meets  the  letter  nor  the  intent  of  SOLAS. 
In  many  instances  this  equipment  appears  to  be  approved  to  satisfy 
a  regulatory  inconvenience  or  a  bottom  line.  U.S.C.G.  approved 
equipment  is  not  designed  to  save  regulators  or  accountants.  It  is 
designed  and  manufactured  to  save  sailors  whose  lives  are  at  risk. 
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There  are  many  areas  where  SOLAS  is  silent.  In  the  case  of 
inflatable  life  rafts  there  are  no  standards  for  fabric.  The 
U.S.C.G.  fabric  standard  was  developed  in  conjunction  with 
manufacturers  from  France,  England  and  Denmark  as  well  as  domestic 
manufacturers.  SOLAS  would  allow  life  rafts  to  be  made  with 
materials  far  below  U.S.C.G.  standards  and  known  to  be  unreliable 
in  critical  life  saving  applications. 

If  this  Committee  decides  that  U.S.  sailors  should  have 
inferior  equipment,  it  not  only  jeopardizes  those  sailors,  it 
jeopardizes  U.S.  manufacturers  and  those  foreign  manufacturers  from 
Germany,  Japan,  Netherlands,  Norway,  Sweden,  and  others  who  have 
decided  to  build  equipment  for  U.S.C.G.  approval.  We  are  eager  to 
compete  in  the  global  market  place,  but  not  at  the  cost  of  lower 
standards. 

In  closing,  I  would  like  to  thank  you  and  other  members  of 
this  distinguished  subcommittee  for  allowing  me  to  speak  before  you 
this  morning.  I  hope  this  subcommittee  will  show  its  continued 
support  for  the  American  sailor  by  assuring  that  abandon  ship 
survival  equipment  is  not  compromised.  When  all  other  ship-board 
systems  fail,  the  equipment  we  are  discussing  today  must  always 
work  without  fail. 

I  would  be  happy  to  answer  any  questions  you  many  have  in  this 
matter  at  this  time. 
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John  J.  Stocker,  President 

Shipbuilders  Council  of  America 

Submitted  to  the 

Subcommittee  on  Coast  Guard  and  Navigation 

Committee  on  Merchant  Marine  and  Fisheries 

U.S.  House  of  Representatives 

Re:    U.S.  Coast  Guard  Shipbuilding  Standards  and  Ship  Repair 

1334  Longworth  House  Office  Building 

Washington,  DC  20515 

June  22,  1994 


Mr.  Chairman  and  Members  of  the  Subcommittee,  my  name  is  John  J.  Stocker.  I  am 
President  of  the  Shipbuilders  Council  of  America,  the  national  trade  association  representing  the 
private  sector  shipbuilders,  ship  repairers,  marine  equipment  manufacturers  and  naval  architects 
of  the  United  States.  A  list  of  our  membership  is  attached.  I  appreciate  the  opportunity  to 
submit  this  statement  to  you  on  the  issue  of  U.S.  Coast  Guard  standards  and  on  the  utilization 
of  foreign  shipyards  to  repair  ships  of  the  Coast  Guard. 

Since  I  testified  before  you  last  year,  much  has  occurred  in  the  private  sector.  The 
passage  of  the  National  Shipbuilding  Initiative  as  a  part  of  the  fiscal  year  1994  Defense 
Authorization  Act  codified  two  important  elements  of  the  President's  plan  to  revitalize  U.S. 
shipbuilding.  These  two  areas  were  the  extension  of  Title  XI  loan  guarantees  to  overseas  owners 
and  the  creation  of  the  MARITECH  program  which  funds  cooperative  Research  and 
Development  programs  designed  to  improve  U.S.  shipyard  competitiveness  in  the  worldwide 
commercial  marketplace.  In  fact,  just  last  month,  a  U.S.  shipyard  signed  a  letter  of  intent  with 
a  foreign  owner  to  build  four  double  hulled  product  carriers,  the  first  export  contract  for  this 
industry  in  almost  40  years. 

I  must  admit  that  with  our  focus  on  the  international  market  and  the  continuing  failure 
of  U.S.  oil  companies  to  order  ships  for  the  Jones  Act  trades  which  conform  to  OPA  90 
standards,  we  have  not  pushed  the  technical  standards  issue  as  hard  as  in  previous  years. 
However,  what  we  need  remains  clearly  in  focus.  Ships  which  meet  international  standards  of 
safety  and  operational  reliability  must  also  be  acceptable  to  the  U.S.  Coast  Guard.  As  an 
industry,  we  should  not  be  held  to  a  higher  standard  than  Japan,  Korea  or  Europe,  all  of  which 
produce  safe  and  reliable  ships.  Our  goal  is  that  ships  of  the  same  class  built  in  the  same 
shipyard,  would  be  identical  if  constructed  for  a  U.S. -flag  operator  or  a  foreign-flag  operator. 
We  believe  that  should  be  the  goal  of  the  Coast  Guard  and  of  this  committee. 

We  are  encouraged  by  the  formation  of  the  Coast  Guard  Regulatory  Reform  Group  and 
hope  that  the  efforts  of  that  group  will  continue  to  be  well  received  by  the  Coast  Guard  and  this 
committee.  We  are  particularly  encouraged  by  the  growing  willingness  of  the  Coast  Guard  to 
accept  testing  of  fire  and  life  safety  equipment  and  materials  by  foreign  governments  which  meet 
SOLAS  standards.  This  is  a  very  important  first  step  which  must  eventually  translate  into 
acceptance  of  foreign  standards  for  propulsion,  auxiliary,  ship  control,  cargo  handling  and  other 
critical  ship  systems.  If  we  are  to  be  a  part  of  the  worldwide  commercial  community,  then  we, 
as  a  nation,  must  be  willing  to  accept  international  standards  and  work  within  those  bodies  to 
ensure  that  the  standards  are  adequate. 

In  my  prepared  remarks  before  this  committee  last  year,  I  discussed  the  widely  held 
perception  that  U.S.  Coast  Guard  regulations  impel  higher  prices  and  longer  delivery  times  to 
U.S.  shipbuilders  ordering  machinery  abroad.  It  is  this  perception  which  must  be  dispelled  if 
we,  as  an  industry,  are  to  be  able  to  obtain  equipment  offshore  at  equivalent  prices.  We  believe 
that  the  Coast  Guard  is  moving  in  the  proper  direction,  and  we  look  forward  to  a  continuing 
dialogue  with  them  on  this  issue. 

The  second  issue  I  was  invited  by  the  committee  to  discuss  involves  the  ability  of  the 
U.S.  Coast  Guard  to  conduct  routine  maintenance  of  ships  and  craft  in  shipyards  outside  the 
United  States.    In  February  of  1994,  it  was  brought  to  the  Council's  attention  that  the  Coast 
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Guard  was  allowing  Canadian  shipyards  to  bid  on  solicitations  for  repairs,  including  drydocking, 
of  Coast  Guard  ships  on  the  Pacific  Coast.  We  immediately  requested  the  Contracting  Officer 
to  review  his  decision  and  in  March  of  this  year  provided  the  Coast  Guard  with  a  legal  brief 
stating  a  clearcut  legal  requirement  for  the  Coast  Guard  to  conduct  maintenance  of  the  ships  in 
U.S.  shipyards.  On  May  4,  1994,  the  Commandant  of  the  Coast  Guard  denied  our  claim  except 
at  such  times  as  the  Coast  Guard  is  operating  under  the  jurisdiction  of  the  Secretary  of  the  Navy. 
It  is  not  the  intention  of  the  Shipbuilders  Council  to  contest  the  Commandant's  decision  in  court. 
Rather,  we  ask  that  this  committee  undertake  to  alter  appropriate  statutes  to  reflect  that  ships  and 
craft  of  the  U.S.  Coast  Guard,  homeported  in  the  United  States,  its  territories  or  possessions, 
must  have  all  routine  scheduled  maintenance  done  in  U.S.  shipyards. 

At  a  time  when  this  committee  is  dealing  with  methods  to  preserve  the  maritime  industry 
of  this  nation,  it  seems  clear  that  the  contribution  of  the  Coast  Guard  to  the  maintenance  of  that 
critical  industrial  base  should  not  be  allowed  to  go  to  subsidized  overseas  yards.  We  urge  this 
committee  to  initiate  changes  to  the  U.S.  Code  which  will  ensure  that  America's  shipyards 
remain  strong  and  viable  and  ready  to  meet  any  future  crisis.  The  relevant  correspondence  with 
the  Coast  Guard  on  this  matter  is  attached. 

Thank  you  for  the  opportunity  to  submit  this  statement.  We  would  be  happy  to  respond 
to  any  questions  for  the  record  which  the  committee  may  pose. 
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February  4,  1994 


Dear  Mr.  Askelson: 


It  has  come  to  our  attention  that  the  Coast  Guard  is  and  has  solicited  for  services 
associated  with  the  drydocking  of  vessels  on  the  West  Coast  that  would  appear  to  contraven 

n.t^    ',  ^r^^"^^'  ""'  '"'"'  ^''"  '"^°™"'  "^"'  y°"  ^^^  P^rnnmng  Canadian  shipyards  the 
opportunity  to  bid  in  response  to  these  solicitations.  (See  DTCG85-94-R625V59). 

the  npfJn°"  !!;°"^i'=°"^"^'  10  U.S.C.  2303  which  defines  the  Coast  Guard  as  an  agency  under 
nd?l  Department  procurement  regulations  for  the  purposes  of  the  procurement  o?  goods 
and  services  Since  the  Coast  Guard  is  considered  an  agency  of  the  Defense  Department  for  the 
nZT  °/ P™^"f  "^.^"^'  i'  should  also  be  noted  that  the  law  also  restricts  the  Defense 
Department  to  conducting  repairs  to  vessels  homeported  in  the  United  States  to  U.S.  shipyards 
Therefore,  we  believe  that  the  Coast  Guard  has  erred  in  allowing  Canadian  shipyards  to  bid.  ' 

Since  the  Government  of  British  Columbia  failed  to  award  its  high-speed  ferry  contract 
to  an  Amencan  shipyard  when  it  was  the  low  bidder,  the  members  of  the  Shipbuilders  Council 

t^2clZTc""'"  "'^V'',P"'''  "^""^^  ^'^°"'''  ^^""^  "^^  protectionist  behavior  of  the 
Bntish  Columbia  Government  by  allowing  Canadian  yards  to  bid  on  a  Coast  Guard  procurement 
This  IS  particularly  true  if  the  Coast  Guard  has  contravened  the  law.  ^urement. 

Please  review  your  decision  prior  to  contract  award. 

Sincerely, 


1  JK^Jocker 

Mr.  Lee  Askelson 

Contracting  Officer 

MLCPAC 

Coast  Guard  Island,  Bldg.  50-7 

Alameda,  CA.    94501 

Via  fax:   510-437-3392 

cc:Admiral  J.  William  Kime,  USCG 
Commandant 
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AmBFICa  Tel:  703-276-1700    Fax:  703-276-1707 


March  2,  1994 


Admiral  J.  William  Kime,  U.S.C.G. 

Commandant 

U.S.  Coast  Guard 

2100  Second  Street,  N.W. 

Washington,  D.C.   20593-0001 


Re:       Coast  Guard  Procurement:    Repairs  To  Home-Ported  Vessels 

Dear  Admiral  Kime; 

As  you  know,  we  have  been  greatly  concerned  that  the  U.S.  Coast  Guard  might 
permit  Canadian  shipyards  the  opportunity  to  bid  for  services  associated  with  the  dry 
docking  of  U.S.  home-ported  vessels  on  the  West  Coast.  Our  February  4  letter  to  Lee 
Askelson  that  was  copied  to  you  expresses  this  concern.  We  believe  that  there  is  no  legal 
authority  for  awarding  such  contracts  to  foreign  shipyards,  and  the  following  analysis 
discusses  in  detail  the  basis  for  our  belief. 

Section  7310  of  title  10  of  the  U.S.  Code  concerning  the  Armed  Forces  prohibits  the 
construction  or  repair  of  U.S.  home-ported  vessels  in  foreign  shipyards.  With  regard  to 
repairs,  it  states: 

A  naval  vessel  (or  any  other  vessel  under  the  jurisdiction  of  the 
Secretary  of  the  Navy)  the  homeport  of  which  is  in  the  United 
States  may  not  be  overhauled,  repaired,  or  maintained  in  a 
shipyard  outside  the  United  States. 

Pub.  L.  No.  103-160,  107  Stat.  1710  (codified  as  amended  at  10  U.S.C.  §  7310(a)  (1993), 
reprinted  in  U.S.C.C.A.N.  (Jan.  1994))  (emphasis  added);  see  also  48  C.F.R.  §  225.7006(b) 
(1992).  Although  the  statute  does  not  define  the  phrases  "naval  vessel"  or  "vessel  under  the 
jurisdiction  of  the  Secretary  of  the  Navy,"  related  provisions  of  the  Code  concerning  the 
Armed  Services  indicate  that,  for  purposes  of  repairs  or  maintenance,  a  Coast  Guard  vessel 
is  construed  to  be  under  the  jurisdiction  of  the  Secretary  of  the  Navy  and  thus  bound  by  the 
prohibition. 

The  Coast  Guard  operates  under  the  joint  jurisdiction  of  the  Department  of 
Transportation  ("DOT')  and  the  Navy.    The  DOT  sen'es  as  the  daily  governing  authority 
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of  the  Coast  Guard.  In  the  event  that  the  Coast  Guard  is  called  to  active  military  service, 
the  Navy  assumes  daily  governing  authority.  Coast  Guard  statutory  provisions  stipulate  that: 

Upon  the  declaration  of  war  or  when  the  President  directs,  the 
Coast  Guard  shall  operate  as  a  service  in  the  Navy,  and  shall  so 
continue  until  the  President,  by  Executive  order,  transfers  the 
Coast  Guard  back  to  the  Department  of  Transportation.  While 
operating  as  a  service  in  the  Navy,  the  Coast  Guard  shall  be 
subject  to  the  orders  of  the  Secretary  of  the  Navy  who  may 
order  changes  in  Coast  Guard  operations  to  render  them 
uniform,  to  the  extent  he  deems  advisable,  with  Navy 
operations. 

14  U.S.C.  §  3  (1988). 

Similarly,  the  statutory  provisions  concerning  the  Navy  also  direct  the  Secretary  of 
that  branch  of  the  armed  services  to  displace  the  governing  authority  of  the  Secretary  of 
Transportation  when  called  upon.   They  state; 

(a)  Whenever  the  Coast  Guard  operates  as  a  service  in  the 
Navy  under  section  3  of  title  14,  the  Secretary  of  the  Navy  has 
the  same  powers  and  duties  with  respect  to  the  Coast  Guard  as 
the  Secretary  of  Transportation  has  when  the  Coast  Guard  is 
not  so  operating. 

(b)  While  operating  as  a  service  in  the  Navy,  the  Coast  Guard 
is  subject  to  the  orders  of  the  Secretary  of  the  Navy,  who  may 
order  changes  in  Coast  Guard  operations  to  make  them 
uniform,  to  the  extent  he  considers  advisable,  with  Navy 
operations. 

10  U.S.C.  §  5013a  (1988). 

Both  of  the  above  provisions  detail  the  scope  of  the  daily  governing  authority  of  the 
DOT  and  the  Navy  over  the  Coast  Guard,  but  provide  no  guidance  with  regard  to  the 
jurisdiction  of  the  Navy  over  Coast  Guard  vessels.  Given  that  jurisdiction  is  a  much  broader 
concept  than  mere  daily  governance,  the  statutory  and  legislative  history  cited  below 
demonstrate  that  Coast  Guard  vessels  are  subject  to  the  repair  constraints  of  section  7310. 
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The  Plain  Language  of  Section  7310  Places  Coast  Guard  Vessels  Under  Naval  Jurisdiction. 

In  its  ordinary  sense,  jurisdiction  means  "the  limits  .  .  .  within  which  authority  may 
be  exercised:  control."  Webster's  Ninth  New  Collegiate  Dictionary  655  (9th  ed.  1983).  The 
authority  and  control  the  Navy  maintains  over  the  Coast  Guard  is  extensive.  By  its  enabling 
statute,  the  Coast  Guard  is  required  to  be  constantly  prepared  for  military  service  under  the 
Navy.  It  serves  as  a  distinct  "military  service  and  a  branch  of  the  armed  forces  of  the  United 
States  at  all  times  .  .  .  ."  14  U.S.C.  §  1  (1988)  (emphasis  added).  To  reinforce  this  notion, 
title  10  states  that  "'armed  forces'  means  the  Army,  Navy,  Air  Force,  Marine  Corps,  and 
Coast  Guard."  Id  §  101(4).  The  Coast  Guard  is  specifically  charged  with  the  duty  of 
defending  of  the  United  States,  and  expressly  subject  to  naval  jurisdiction.  The  Coast  Guard 
Act  mandates  that: 

The  Coast  Guard  .  .  .  shall  maintain  a  state  of  readiness  to 
function  as  a  specialized  service  in  the  Navy  in  time  of  war, 
including  the  fulfillment  of  Maritime  Defense  Zone  command 
responsibilities. 

Id  §  2  (emphasis  added). 

In  recognizing  the  Coast  Guard  as  a  branch  of  the  armed  services,  one  court  has 
noted:  "In  no  case,  ...  has  the  Supreme  Court  or  any  other  court,  ever  held  that  in  order 
to  constitute  an  armed  force,  an  organization  must  have  as  its  single  primary  mission  'to 
fight  or  be  ready  to  fight.'"  United  States  v.  King.  2  M.J.  1280  (C.G.C.M.R.  1976).  The 
functions  of  the  Coast  Guard  may  be  many,  and  may  be  administered  most  often  by  the 
DOT;  however,  there  is  a  continuing  and  pre-emptive  duty  of  the  Coast  Guard  to  be 
prepared  to  serve  under  the  authority  of  the  Navy  as  an  armed  service.  The  Navy  thus  has 
continual  jurisdiction  over  the  Coast  Guard. 

Because  the  Coast  Guard  thus  maintains  "vessel[s]  under  the  jurisdiction  of  the 
Secretary  of  the  Navy,"  Coast  Guard  vessels  home-ported  in  the  United  States  must  be 
repaired  there.  A  well-established  rule  of  statutory  construction  supports  this  position.  To 
construe  the  foreign  repair  prohibition  statute  to  pertain  only  to  naval  vessels  and  to  exclude 
Coast  Guard  vessels  would  violate  the  legal  tenet  that  a  court  may  not  construe  a  statute 
to  render  some  of  its  terms  mere  surplusage.  In  re  Willington  Convalescent  Home.  Inc..  72 
B.R.  1002  (Bankr.  D.  Conn.  1987),  af£d,  850  F.2d  50  (2d  Cir.  1988),  cert,  granted  sub  nom. 
Hoffman  v.  Connecticut  Dept.  of  Income  Maintenance.  488  U.S.  1003  (1989),  aff:d,  492  U.S. 
96  (1989);  see  also  United  States  v.  Kramer.  757  F.  Supp.  397  (D.N.J.  1991).  That  the 
statute  lists  "naval  vessels"  separately  from  other  vessels  "under  the  jurisdiction  of  the 
Secretary  of  the  Navy"  indicates  that  two  classes  of  vessels  are  to  be  subject  to  the 
prohibitions.    Coast  Guard  vessels,  which  are  not  naval  vessels  but  which  fall  under  the 
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jurisdiction  of  the  Navy,  are  clearly  part  of  the  second  class  of  vessels  and  thus  subject  to 
the  foreign  repair  prohibition. 

Congress  Intended  to  Prohibit  Foreign  Construction  and  Repair  of  Home-Ported  Coast 
Guard  Vessels. 

Legislative  history  underlying  the  provision  prohibiting  foreign  construction  and  repair 
of  U.S.  armed  forces  vessels  further  supports  the  view  that  the  repair  restriction  was 
intended  to  encompass  Coast  Guard  vessels.  Subsection  (a)  of  section  7309,  which  requires 
armed  forces  vessels  to  be  constructed  in  the  United  States,  was  amended  in  1987  to  apply 
broadly  to  the  vessels  of  all  of  the  "armed  forces,"  including  Coast  Guard  vessels.  Pub.  L. 
No.  100-180,  101  Stat.  1146  (codified  as  amended  at  10  U.S.C.  §  7309(a)  (1988))  (current 
version  at  Pub.  L.  No.  103-160,  107  Stat.  1710,  codified  at  10  U.S.C.  §  7909(a)  (1993), 
reprinted  in  U.S.C.C.A.N.  (Jan.  1994)).^^  The  accompanying  House  Report  explained: 

[This  section]  would  extend  the  requirements  for  domestic 
vessel  construction  contained  in  Section  7309(a)  of  Title  10, 
United  States  Code,  for  vessels  constructed  for  any  of  the 
military  services  to  vessels  constructed  for  any  of  the  armed 
forces.  In  so  doing,  [it]  would  extend  these  requirements  to  the 
Coast  Guard,  in  addition  to  the  Department  of  Defense. 

H.R.  Rep.  No.  58,  100th  Cong.,  1st.  Sess.  229  (1987),  reprinted  in  1987  U.S.C.C.A.N.  1018, 
1235  (emphasis  added). 

Subsection  (c)  of  this  section,  which  applies  to  vessel  overhaul,  maintenance  and 
repair,  was  added  one  year  later.  Its  language  also  expressly  rejected  a  limitation  of  the 
restriction  to  naval  vessels  only.  Pub.  L.  No.  100-456,  102  Stat.  2054  (codified  as  amended 
at  10  U.S.C.  §  7309(c)  (1988))  (current  version  at  Pub.  L.  No.  103-160,  107  Slat.  1710, 
codified  at  10  U.S.C.  §  7310(a)  (1993),  reprinted  in  U.S.C.C.A.N.  (Jan.  1994)).  Clearly, 
Congress  contemplated  the  same  expansive  scope  for  repair  subsections  of  the  statute  as  it 
did  for  construction  subsections  -  a  scope  intended  to  reach  vessels  operated  by  the  Coast 
Guard. 


1/  Section  7309(a)  states:  "Except  as  provided  in  subsection  (b),  no  vessel  to  be 
constructed  for  any  of  the  armed  forces,  and  no  major  component  of  the  hull  or 
superstructure  of  any  such  vessel,  may  be  constructed  in  a  foreign  shipyard." 
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The  Coast  Guard  is  Subject  to  Military  Procurement  Rules  Generally. 

Title  10  also  explicitly  includes  the  Coast  Guard  in  its  rules  governing  general 
military  procurement.  These  rules  apply  to: 

the  procurement  by  any  of  the  following  agencies,  for  its  use  or 
otherwise,  of  all  property  ...  and  all  services  for  which  payment 
is  to  be  made  from  appropriated  funds: 

(1)  The  Department  of  Defense. 

(2)  The  Department  of  the  Army. 

(3)  The  Department  of  the  Navy. 

(4)  The  Department  of  the  Air  Force. 

(5)  The  Coast  Guard. 

(6)  The  National  Aeronautics  and  Space  Administration. 

10  U.S.C.  §  2303  (1988)  (emphasis  added). 

Congress  thus  made  an  express  policy  choice  to  include  the  Coast  Guard  within  the 
scope  of  its  rules  governing  military  procurement.  Repairs  to  Coast  Guard  vessels  constitute 
one  particular  type  of  the  various  forms  of  procurement  in  which  the  Coast  Guard  may 
engage.  To  the  extent  that  a  Coast  Guard  vessel  is  home-ported,  military  procurement 
policy  requires  that  it  should  be  governed  by  the  same  foreign  repair  prohibitions  as  naval 
vessels.  Accordingly,  a  home-ported  Coast  Guard  ship  must  be  repaired  in  a  U.S.  shipyard. 

In  sum,  the  Coast  Guard  is  a  member  of  the  armed  services  of  the  United  States,  and 
Coast  Guard  vessels  are  subject  to  a  call  to  active  military  duty  under  the  authority  of  the 
U.S.  Navy  at  any  time.  Both  the  plain  language  and  congressional  intent  underlying  the 
repair  restriction  statute,  as  well  as  general  policy  governing  military  procurement,  place 
Coast  Guard  vessels  under  the  jurisdiction  of  the  Navy  and  thus  require  their  repair  in  U.S. 
shipyards. 


Very  truly  yours, 


Via  Fax:  202  267  4158  (^  J^i  J.^S^ock; 

vieiident 
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United  States 
Coast  Guard 

MAY     4  1994 


Mr.  John  J.  Stocker 

President 

Shipbuilders  Council  of  America 

4301  N.  Fairfax  Drive,  Suite  330 

Arlington,  VA   22203 

Dear  Mr.  Stocker: 

This  is  in  response  to  your  letter  of  March  2,  1994,  which  raises 
legal  issues  about  the  Coast  Guard's  procurement  of  ship  repairs. 
Your  letter  questions  the  legal  authority  for  awarding  services 
contracts  associated  with  dry  docking  of  U.S  home-ported  vessels 
to  foreign  shipyards.   This  correspondence  will  discuss  the 
distinction  between  the  authority  of  the  Department  of  the  Navy 
to  have  its  "naval  vessels"  repaired  outside  the  United  States, 
and  the  authority  of  the  Department  of  Transportation  (DOT)  to 
have  Coast  Guard  cutters  repaired  outside  the  United  States. 

Section  7310  of  Title  10,  U.S.  Code  explicitly  prohibits  the 
repair  of  "A  naval  vessel  (or  any  other  vessel  under  the  juris- 
diction of  the  Secretary  of  the  Navy)"  outside  the  United  States. 
For  the  purpose  of  this  statute.  Coast  Guard  cutters  are  not 
"naval  vessels."   Coast  Guard  cutters  are  only  "under  the 
jurisdiction  of  the  Secretary  of  the  Navy"  while  the  Coast  Guard 
operates  as  "a  service  in  the  Navy; "  during  such  periods  "the 
Coast  Guard  shall  be  subject  to  the  orders  of  the  Secretary  of 
the  Navy."   14  U.S.C.  §  3.   Thus,  10  U.S.C.  §  7310  does  not  apply 
to  Coast  Guard  cutters  except  "upon  the  declaration  of  war  or 
when  the  President  directs." 

In  1987,  Congress  amended  10  U.S.C.  §  7309(a)  to  require  vessel 
construction  in  the  United  States  for  all  of  the  "armed  forces," 
including  the  Coast  Guard.   One  year  later.  Congress  ignored  the 
broad  and  inclusive  "armed  forces"  language  it  used  in  Section 
7309(a),  and  deliberately  chose  instead  selectively  to  prohibit 
the  overseas  repair  of  only  "naval  vessels  (or  any  other  vessel 
under  the  jurisdiction  of  the  Secretary  of  the  Navy)"  in  Section 
7310(c).   VJhere  Congress  makes  such  a  deliberate  distinction,  it 
is  a  distinction  with  a  difference. 
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Subj :   REPAIR  OF  COAST  GUARD  CUTTERS 

There  are  no  other  statutes  or  regulations  which  preclude  the 
Coast  Guard  from  obtaining  ship  repair  services  from  that  firm 
which  offers  the  Coast  Guard  the  best  value  for  those  services. 
You  are  correct  that  the  procedures  required  by  the  Armed 
Services  Procurement  Act  (ASPA),  10  U.S.C.  §  2301  et  seq. .  apply 
to  the  Coast  Guard  as  well  as  to  Department  of  Defense  (DOD). 
However,  it  does  not  subject  the  Coast  Guard  to  every  statute  or 
regulation  governing  DOD  in  procurement  matters. 

Sincerely, 


'^.  ykL 


co,^.i:M}3^''-°^'' 
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AMERICAN  BUREAU  OF  SHIPPING  S  AFFILIATED  ( 


Ref.  to: 
File  Ref: 


RA-94-0918 
T-18-7/srm 


14  July,  1994 


Honorable  W.J.  "Billy"  Tauzin,  Chairman 
U.S.  House  of  Representatives 
Committee  on  Merchant  Marine  and  Fisheries 
Coast  Guard  and  Navigation  Subcommittee 
Room  541,  House  Annex  II 
Washington,  D.C.  20515 


Subject: 


Coast  Guard  Shipbuilding  Requirements 
Proposed  Amendment  to  46  USC  3316 


Dear  Mr.  Chairman, 

The  American  Bureau  of  Shipping  ("ABS")  commends  the  Chairman  and  Members  of  the 
Committee  for  their  initiative  in  revising  shipbuilding  standards  to  improve  the 
competitiveness  of  U.S.  flag  operators  and  shipyards.  Part  of  this  process  involves  the 
role  of  the  classification  societies,  and  ABS  is  pleased  to  submit  its  views  for  your 
consideration. 

ABS  is  recognized  in  Federal  Statute  as  the  classification  society  of  the  U.S.  Government. 
As  such,  the  U.S.  Coast  Guard,  which  administers  U.S.  maritime  regulations,  has 
delegated  to  ABS  some  of  the  technical,  survey,  and  certification  functions  concerning 
both  international  maritime  conventions,  to  which  the  U.S.  is  signatory,  and  U.S.  national 
requirements.  This  recognition  is  comparable  to  the  recognition  many  foreign  countries 
give  to  their  own  national  classification  society. 

As  a  point  of  information,  there  are  some  40  classification  societies  of  various  sizes 
worldwide,  the  largest  and  better  known  are  members  of  an  organization  called  lACS  - 
The  International  Association  of  Classification  Societies.  They,  and  their  country  of  origin 
or  "home"  country,  are: 


TWO  WORLD  TRADE  CENTER,  106TH  FLOOR.  NEW  YORK,  NEW  YORK  10048  USA 
TEL:  212-839-5000  TLX:  232099  ABNY  UR  FAX:  212-839-5130 
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Class  Society 

American  Bureau  of  Shipping  (ABS) 
Bureau  Veritas  (BV) 
China  Classification  Society  (CSS) 
Det  Norske  Veritas  (DNV) 
Germanischer  Uoyd  (GL) 
Korean  Register  of  Shipping  (KR) 
Lloyd's  Register  of  Shipping  (LR) 
Nippon  Kaiji  Kyokai  (NKK) 
Polski  Rejestr  Statkow  (PRS) 
Maritime  Register  of  Shipping  (RS) 
Registro  Italiano  Navale  (RINA) 


Home  Country 

United  States 

France 

People's  Republic  of  China 

Nonway 

Germany 

Korea 

United  Kingdom 

Japan 

Poland 

Russia 

Italy 


Historically,  there  has  been  a  close  and  cooperative  relationship  between  the 
classification  services  of  these  societies  and  the  statutory  certifications  administered  by 
their  home  governments.  It  is  evident  from  Table  1  that  each  of  these  societies  currently 
enjoys  a  considerable  nationalistic  preference  for  their  classification  sen/ices  by  vessels 
flying  their  "home"  country's  flag.  Part  of  this  is  due  to  owners'  preference,  but  a 
significant  part  is  also  due  to: 

the  preferential  or  exclusive  authorization  of  the  society  by  its  home  government  to 
provide  statutory  services  under  the  international  conventions,  as  evidenced  in 
Table  2,  and 

the  reliance  placed  by  the  government  on  the  home  society's  classification  rules 
and  services.  Some  governments  explicitly  cite  their  home  society's  Rules  in  their 
national  regulations,  just  as  the  USA  does  at  present.  And  at  least  one 
government  requires  by  law  that  all  vessels  flying  its  flag  be  classed  by  its  home 
society. 

Similarly,  most  of  these  governments  currently  afford  little  or  no  delegation  of  authority  to 
societies  other  than  their  home  society  with  respect  to  certification  of  vessels  engaged  in 
cabotage  and  domestic  service. 

ABS  supports  improvements  in  U.S.  shipbuilding  standards.  Further,  ABS  believes  that 
other  classification  societies  should  be  free  to  promote  their  sen/ices  in  the  United  States 
and  should  be  eligible  for  delegation  of  certain  statutory  authorizations  from  the  United 
States  Coast  Guard  --  provided  ABS  is  afforded  equal  freedom  of  access  to  the  other 
societies'  home  country  markets  for  its  services  and  equivalent  reciprocal  recognition  by 
the  other  societies'  home  governments. 

By  "reciprocity,"  we  mean  equal  and  demonstrable  access  to  the  foreign  market  in  a 
timely  manner.  This  access  extends  to  laws,  regulations,  policies  and  practices  by  which 
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classification,  certification  and  related  services  are  delegated  and  performed. 
"Reciprocity"  must  include  the  extent  and  scope  of  the  delegations,  the  timing  thereof  and 
the  type,  sizes,  and  services  of  vessels  covered.  Reciprocity  should  consider  whether 
the  affected  vessels  are  commercially  owned,  government  owned  or  government 
subsidized.  To  our  knowledge,  none  of  the  home  governments  of  the  lACS  member 
societies  delegate  authorities  with  respect  to  governmentally  owned  vessels  [nor 
governmentally  subsidized  vessels]  to  other  than  their  home  society.  ABS  concurs  with 
this  approach  both  for  reasons  of  national  security  and  because  public  funds  are 
involved.  Thus,  ABS  does  not  feel  reciprocity  should  extend  to  government  owned  or 
government  subsidized  vessels. 

Therefore,  if  U.S.  laws  were  changed  to  allow  the  U.S.  government,  through  the  Coast 
Guard,  to  delegate  statutory  certification  services  to  foreign  class  societies,  with  no 
equivalent  reciprocity,  ABS  would  be  placed  at  a  distinct  disadvantage  which  could  cause 
ABS  irreparable  harm. 

The  European  Union  is  also  currently  studying  delegation  of  authority  matters.  The 
current  "Draft  Council  Directive  on  Common  Rules  for  Maritime  Administrations  and  Ship 
Inspection  and  Survey  Organizations,  European  Council  Working  Document  6/4/94," 
(extract  attached),  which  is  expected  to  be  adopted  later  this  year,  contains  provisions 
addressing  recognition  and  delegation  of  authority  by  Union  member  governments  to 
classification  societies  headquartered  in  the  European  Union.  However,  it  indicates  that 
Union  member  States  may  decline  to  delegate  authority  to  qualified  classification 
societies  headquartered  in  other  Union  member  states  until  at  least  1998  and  possibly 
beyond. 

Further,  the  Draft  Directive  states  that  a  Union  member  government  may  request 
reciprocal  recognition  for  the  qualified  classification  societies  headquartered  in  the 
European  Union  prior  to  granting  recognition  to  a  classification  society,  such  as  ABS, 
which  is  headquartered  outside  the  Union.  Thus,  as  written,  European  Union  member 
States  could  revoke  ABS'  current  recognitions  or  refuse  to  extend  them  if  the  USA  were 
to  decline  to  provide  reciprocal  recognition  for  all  the  qualified  classification  societies 
headquartered  in  the  European  Union  even  though  individual  Union  member  States 
could  still  refuse  to  recognize  all  of  those  classification  societies  or  ABS. 

Finally,  the  Draft  Directive  only  applies  to  Union  member  States'  oceangoing  vessels 
subject  to  the  international  conventions  engaged  in  international  trade.  It  does  not 
address  cabotage  vessels  or  those  engaged  in  domestic,  inland  trade-even  with  respect 
to  delegation  of  authority  to  class  societies  headquartered  in  other  Union  countries,  let 
alone  organizations  such  as  ABS.  Thus,  to  achieve  true  reciprocity  in  line  with  the 
Union's  Draft  Directive,  the  USA  could  consider  delegating  authority  to  European  Union 
based  societies  only  for  US  flag  vessels  engaged  in  international  trade  subject  to  the 
international  conventions  and  only  provided  the  European  Union  home  governments  of 
those  societies  ail  delegate  comparable  authority  to  ABS--and  at  the  same  time. 
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Having  reviewed  the  draft  language  for  proposed  amendments  to  46  U.S.C.  S  3316,  and 
based  upon  the  discussion  above,  ABS  respectfully  submits  the  attached  amendment. 

In  conclusion,  the  USA  has  always  been  a  leader  in  international  maritime  affairs.  On  this 
particular  matter,  we  have  a  new  paradigm  which  can  only  be  navigated  by  government 
to  government  agreements  and  cooperation.  We  hope  that  the  USA  will  continue  its 
leadership  role  by  forging  a  new,  rational  and  equitable  policy  for  the  internationalization 
of  these  services  based  upon  the  principles  of  quality,  performance  and  demonstrable 
reciprocity.  We  appreciate  the  opportunity  to  submit  our  statement  and  look  forward  to 
working  with  the  Committee  to  achieve  a  fair  and  level  playing  field  internationally. 


Very  truly  yours, 

Franic  J.  larossi 
Chairman  and  CEO 
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Table  - 1 


Ship  Classification  by  'Home'  Society 

(Ships  >  1000  GRT) 


%  Classed 

Home  (1) 

By  Home 

Country  of  Registry 

Society 

Society  (2) 

China,  Peoples  Republic 

CCS 

98% 

France,  National  &  Other 

BV 

91% 

Germany 

GL 

97% 

Italy 

RINA 

99% 

Japan 

NK 

100% 

Korea,  South 

KR 

100% 

Norway 

DNV 

98% 

Norway  -  NIS 

DNV 

75% 

Poland 

PRS 

93% 

Russia 

RS 

91% 

United  Kingdom 

LR 

83% 

United  States 

ABS 

98% 

Source:  Lloyd's  World  Shipowning  Groups  -  Aug  93 

(1)    CCS  China  Classification  Society 

BV  Bureau  Veritas 

GL  Germanischer  Lloyd 

RINA  Registro  Itaiiano  Navale 

NK  Nippon  Kaiji  Kyokai 

KR  Korean  Register  of  Shipping 

DNV  Det  Norske  Veritas 

PRS  Polski  Rejestr  Statkow 

RS  Maritime  Register  of  Shipping 

LR  Lloyd's  Register  of  Shipping 

ABS  American  Bureau  of  Shipping 


(2)    Gross  Registered  Tons  Basis 
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Table  -  2 

Delegation  of  International  Certification  Authority 

Reported  by  the  Class  Societies  to  IMO's  FSI-2  Sub-Committee 

November  1993 


Country  of  Registry 

Class 
(Home) 

1966 

Line 

' 

SOLAS,7<  /  78  Protocol 

MARPOL 

Tonnage 

CarooShlp 

Pass 

Ship 

_Cert_ 

(73/76) 

lL 

NafI 

Salely 

Safety 
Epulp, 

Safety 
Radio 

Chem 

Gas 

code 

.nne«.|.ne.= 

abS 

China.  Peoples           CCS 
Republic                  DNV 

LR 

J 

[ 

[ 

[ 

[ 

F 

F 

F 

F 

^ 

France                       BV 

DNV 
LR 

" 

^ 

Germany                      GL 

L 

1 

L 

DNV 
LR 
Italy                             Rl 

P 

^ 

J 

F 

F 

P 

P             P 

P    ITD 

BV 
DNV 
Korea.  South              KR 

LR 

^ 

F 

^ 

F 

F 

BV 
Norway                        DNV 

GL 
LR 

1- 

P 

- 

P 

BV 
Nonway,  NIS               DNV 

(as  of  April  94)               GL 
LR 

I 

I 

F 

DNV 
LR 
Poland                       PRS 

I 

r 

^ 

F 

Russia                       RS 

^ 

p 

p 

P 

P 

P 

F 

; 

, 

BV 

DNV 

GL 

F 
F 

^ 

P 

^ 

^ 

^ 

BV 

CCS 

DNV 

GL 

LR 

Rl 

^ 

^ 

^ 

F                  Authorized  to 
P                  Authorized  to 
L                  Limited  autho 

Legend 
carry  out  surveys,  plan  review  and  Issue  necessary  certificates 
carry  out  surveys  and  plan  review;  Administration  issues  Certificates 
rizatlon  such  as  case -by -case  basis  or  geographic  restriction 
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EXTRACT  FROM  EUROPEAN  UNION 

DRAFT  COUNCIL  DIRECTIVE  ON  COMMON  RULES  FOR  MARITIME 

ADMINISTRATIONS  AND  SHIP  INSPECTION  &  SURVEY 

ORGANIZATIONS" 

EUROPEAN  COUNCIL  WORKING  DOCUMENT,  6/4/94 

ARTICLE  5 

In  applying  Article  3  (2)  (i),  Member  States  shall  in  principle  not  refuse  to  authorise 
any  of  the  recognised  organisations  located  in  the  Community  to  undertake  such 
functions,  subject  to  the  provisions  of  Articles  6  and  10.  However,  they  may 
restrict  the  number  of  organisations  they  authorize  in  accordance  with  their  needs 
provided  there  are  transparent  and  objective  grounds  for  so  doing.  At  the  request 
of  a  Member  State,  the  Commission  shall,  in  accordance  with  the  procedure  laid 
down  in  Article  12,  adopt  appropriate  measures. 

(a)  By  way  of  derogation.  Member  States  may  be  temporarily  exempted  by  the 
Commission  from  the  implementation  of  the  provisions  of  paragraph  1  until 
31  December  1997. 

In  order  for  a  Member  State  to  accept  that  an  organisation  located  in  a  third  State 
is  to  carry  out  the  duties  mentioned  in  Article  3  or  part  of  them  it  may  request  that 
the  said  third  State  grant  a  reciprocal  recognition  for  those  recognised 
organisations  which  are  located  in  the  Community. 
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PROPOSED  AMENDMENT 

Amend  Section  3316  of  Title  46,  United  States  Code: 

(1)  by  revising  subsection  (a)  to  read  as  follows: 

"(a)  In  carrying  out  this  part,  the  Secretary  may  rely  on  reports, 
documents,  and  certificates  issued  by  the  American  Bureau  of 
Shipping  or  other  recognized  classification  society." 

(2)  by  revising  paragraph  (c)  (1)  to  read  as  follows: 

"(c)  (1)  To  the  maximum  extent  practicable,  the  Secretary  shall  delegate 
to  the  American  Bureau  of  Shipping  or  other  recognized 
classification  societies  the  inspection  or  examination  of  a  vessel 
documented  or  to  be  documented  as  a  vessel  of  the  United  States. 
The  classification  society  may  issue  the  certificate  of  inspection 
required  by  this  part  and  other  related  certificates." 

(3)  by  revising  subsection  (d)  to  read  as  follows: 

"(d)  The  Secretary  also  shall,  to  the  maximum  extent  practicable,  make 
agreements  with  or  use  the  American  Bureau  of  Shipping  or  other 
recognized  classification  societies  for  reviewing  and  approving  plans 
required  for  issuing  a  certificate  of  inspection.",  and 

(4)  by  adding  a  new  subsection  (e),  to  read  as  follows: 
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"(e)  No  delegation  to  any  "other  recognized  classification  society"  may  be 
made  unless  (A)  the  foreign  nation,  community,  or  union  of  nations 
of  origin  (collectively  referred  to  herein  as  "Country")  of  such  "other 
recognized  classification  society"  provides  equal  reciprocity 
(meaning  unrestricted,  timely  and  demonstrable  access  to  its 
Country's  market  for  international  and  domestic  vessels  for  all 
classification,  certification  and  related  services)  to  the  American 
Bureau  of  Shipping,  and  (B)  the  "other  recognized  classification 
society"  has  offices  and  maintains  records  in  the  United  States, 
demonstrates  financial  responsibility,  and  meets  and  maintains 
standards  for  a  classification  society  acceptable  to  the  Secretary." 
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